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2003 2002 Percentage
HK$ million HKS million change
Turnover (HKS 'billion)
121 Turnover
O] ”'f’ 11 Company and subsidiary companies 3,636.2 5,343.8 - 32%
t | 6s Share of associates and joinily
M 76 controlled entities 3,966.0 3.466.0 + 14%
] 7,602.2 8.809.8 - 14%
(Loss) earnings before interest and taxation
Company and subsidiary companies 412.9) 19.4 - 2228%
Loss on disposal and dilution of interests
in subsidiaries and associates (6.4) 6.7 - 4%
99 00 01 02 03 Share of assoclates and jointly controlled entities  118.8 112.5 + 6%
Total (loss) earnings before interest and
Total Assets (HKS billon taxation (EBIT) (300.5) 125.2 - 340%
Interest income 9.6 38.3 - 75%
%‘ oo Finance costs (25.8) © (38.3) - 33%
I (Loss) profit before taxation (316.7) 125.2 - 353%
Taxation (32.5) 47.9) - 32%
(Loss) profit before minority interests (349.2) 77.3 - 552%
g2 ol o Minority interests 0.5 (6.6) - 108%
L (Loss) profit for the year (348.7) 70.7 ‘ - 593%
Shares outstanding (million) 1,063 1,037 + 3%
99 00 01 02 03 Net asset value per share (HKS) 2.6 29 - 10%
(Loss) earnings per share (HKS) (0.335) 0.071 - 572%
Goaring Ratio Dividend per share (HKS) 0.02 0.02 0%
1.49
M Total assets 4,869.0 6,193.0 - 21%
109 Quick assets 1,821.7 2,403.2 - 24%
M Net current assets 523.6 467.5 + 12%
Shareholders’ funds 2,711.6 2,995.0 - 9%
o Current ratio 1.35 1.20 v 13%
Quick ratio 1.22 1.04 + 17%
H Gearing ratio 0.29 0.43 - 33%
99 00 01 02 03 Long term debt/equity ratio 0.24 0.28 - 14%
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FINANCIAL HIGHLIGHTS (Continued)
2003 2002 Percentage
HK$ million HKS$’ million change
Turnover by Activity Turnover by Activity
Building construction 2,283.7 3.172.7 - 28% |
Civil engineering 665.7 1,671.4 - 60%
Specialist works 720.3 586.9 + 23%
Construction materiais 18.0 29.3 - 39%
Engineering & infrastructure 3,801.8 3,064.5 + 24%
Hotel & catering 48.6 68.6 - 29%
Property leasing & sales 64.1 216.4 - 70%
Total 7,602.2 8,809.8 - 14%
Building construction
30.0%
EBIT by Activity Civil engineering
8.8%
Building constfruction (38.2) 1 - 444% o
Specialist works
Civil engineering (50.2) 285 - 276% 9.5%
Specialist works (55.3) 251 - 120% Construction materidls
Construction materials (21.0) (18.9) - 11% 0.2%
Engineering & infrastructure 121.8 110.0 + 11% Engineering & infrastructure
Hotel & catering (2.0) (13.6) + 85% 50.0%
Property leasing & sales 26.0 50.3 - 48% gzg/el & catering
Investments (281.6) az.n - 1547% '
Property leasing & sales
Total (300.5) 1252 - 340% 0.9%
Turnover by Location Turnover by Location
Hong Kong 3,770.6 5,660.0 - 33%
PRC 29.8 85.3 - 65%
South East Asia & Australasia 3,801.8 3.064.5 l + 24%
Total 7,602.2 8.809.8 - 14%
EBIT by Location
- D Hong Kong
Hong Kong (419.7) 27.7 - 1615% 49.6%
WE PRC
PRC 2.1 5.8 + 136% 0.4%
South East Asia & Australasic 1171 103.3 + 13% D South East Asia &
Australasia
Total (300.5) 125.2 - 340% 50.0%
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BOARD OF DIRECTORS PRINCIPAL PLACE OF BUSINESS
Chan Kwok Keung, Charles (Chairman) 31/F, Paul Y. Cenfre
Lau Ko Yuen, Tom (Deputy Chairman) 51 Hung To Road
Chan Fut Yan (Managing Director) Kwun Tong, Kowloon
Wong Wing Hoo, Billy (Deputy Managing Director) Hong Kong
Chau Mei Wah, Rosanna Tel : (852) 2831 8338
Cheung Hon Kit Fax : (852) 2833 1030
Law Man Wah, Conrad
Lee Hon Chiu
Cheung Ting Kau, Vincent PRINCIPAL SHARE REGISTRARS
Kwok Shiu Keung. Ernest AND TRANSEER OFFICE
Butterfield Fund Services (Bermuda) Limited
SECRETARY Rosebank Centre
11 Bermudiana Road
Mui Ching Hung, Joanna Pembroke
Bermuda
SOLICITORS
Herbert Smith (Hong Kong) BRANCH SHARE RECISTRARS
Conyers Dill & Pearman (Bermuda) AND TRANSFER OFFICE
Secretaries Limited
AUDITORS G/F, Bank of East Asia Harbour View Centre
56 Gloucester Road
Deloitte Touche Tohmatsu Wanchai
Hong Kong
PRINCIPAL BANKERS
Bank of China (Hong Kong) Limited WEBSITE

BNP Paribas
CEF (Capital Markets) Limited
CITIC Ka Wah Bank Limited

The Hongkong and Shanghai Banking STOCK CODE
Corporation Limited

hittp://www.pyitc.com

Wing Hang Bank, Limited Hong Kong Stock Exchange 498
Reuters 0498.HK
Bloomberg 498 HK

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda
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NOTICE 1S HEREBY GIVEN that the annual general meeting of Paul Y. - ITC Construction Holdings Limited (the
“Company”) will be held at 11th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong on
Monday, 8th September, 2003 at 11:30 a.m. for the following purposes:

1.  Toreceive and consider the audited financial statements and the reports of the directors and auditors for the
year ended 31st March, 2003.

2. To declare the final dividend for the year ended 31st March, 2003.

To re-elect retiring directors and to fix the directors’ remuneration.

&

To re-appoint auditors and to authorise the board of directors to fix their remuneration.

o

As special business, to consider and, if thought fit, pass the following resolutions as ordinary resolutions:

(A) "THAT subject to and conditional upon the Listing Committee of The Stock Exchange of Hong Kong
Limited granting listing of and permission to deal in the shares of HKS0.10 each in the capital of the
Company ("Shares”) (representing a maximum of 10 per cent. of the Shares in issue as at the date of
passing this resolution) which may be issued pursuant to the exercise of options granted under the
Company’s share option scheme adopted on 27th August, 2002 ("Scheme”), the refreshing of the
scheme limit on grant of options under the Scheme and any other share option scheme(s) of the
Company up to 10 per cent. of the Shares in issue as at the date of passing this resolution ("Refreshed
Mandate Limit”) be and Is hereby approved and any director of the Company be and is hereby
authorised fo do such act and execute such document to effect the Refreshed Mandate Limit.”

(B) “THAT:

(i subject to sub-paragraph (iii) of this resolution, the exercise by the directors of the Company during
the Relevant Period (as hereinafter defined) of all the powers of the Company to dllot, issue and
deal with additional shares in the capital of the Company and to make or grant offers, agreements
and options which might require the exercise cf such powers be and is hereby generally and
unconditionally approved;

(i the approval in sub-paragraph (i) of this resolution shall authorise the directors of the Company
during the Relevant Period to make or grant offers, agreements and options which might require the
exercise of such powers affer the end of the Relevant Period.

(i) the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally
to be allofted (whether pursuant to an option or otherwise) and issued by the directors of the
Company pursuant to the approval in sub-paragraph (i) of this resolution, otherwise than pursuant to
a Rights Issue (as hereinafter defined) or upon the exercise of rights of subscriptfion or conversion
under the outstanding warrants tc subscribe for shares of the Company or any securities which are
convertible into shares of the Company or the share option scheme of the Company, shall not
exceed 20 per cent. of the aggregate nominal amount of the share capital of the Company in issue
on the date of this resolution and the said approval shall be limited accordingly; and

(iv) for the purpose of this resolufion:
"Relevant Period” means the period from the passing of this resolution until whichever is the earliest
of:
(a) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general meeting of the Company is
required by the bye-laws of the Company or any applicable law to be held; and

(¢) the revocation or variation of the authority set out in this resolution by an ordinary resolution of
the shareholders of the Company in general meeting.

"Rights Issue” means an offer of shares open for a period fixed by the directors of the Company 1o
holders of shares on the register on a fixed record date in proportion to their then holdings of such
shares (subject to such exclusion or other arrangements as the directors of the Company may deem
necessary or expedient in relation to fractional entitlements or having regard to any restrictions or
obligations under the laws of, or the requirements of, and recognised regulatory body or any stock
exchange in any territory oufside Hong Kong).”

ANNUAL REPORT 2003 4
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(C) "THAT:

(i) subject to sub-paragraph (i) of this resolution, the exercise by the directors of the Company during
the Relevant Period (as hereinafter defined) of all the powers of the Company to repurchase issued
shares in the capital of the Company and to make offers, agreements and options which might
require the exercise of such powers, subject to and in accordance with cll applicable laws and the
bye-laws of the Company, be and is hereby generally and unconditionally approved;

(i the aggregate nominal amount of share capital of the Company which the Company is authorised
fo repurchase pursuant fo the approval in sub-paragraph (i) of this resolution shall not exceed 10 per
cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of
this resolution and the said approval shall be limited accordingly: and

(i) for the purpose of this resclution:

"Relevant Period” means the period from the passing of this resolution until whichever is the earliest
of:

(a) the conclusion of the next annual general meefing of the Company;

(b) the expiration of the period within which the next annual general meeting of the Company is
required by the bye-laws of the Company or any applicable law to be held; and

(¢c) the revocation or variation of the authority set out in this resclutfion by an ordinary resolution of
the shareholders of the Company in general meeting.”

(D) T"THAT conditional upon resolution numbered 5(C) in the notice convening this meeting being passed, the
aggregate nominal amount of the issued shares in the capital of the Company which are repurchased
by the Company under the authority granted to the directors as mentioned in the said resolution
numbered 5(C) above shall be added to the aggregate nominal amount of share capital that may be
allotted or agreed conditionally or unconditionally to be allotted and issued by the directors of the
Company pursuant to the resolution numbered 5(B) in the notice convening this meeting.”

6. To transact any other ordinary business of the Company,

By Order of the Board

Mui Ching Hung, Joanna
Secretary

Hong Kong, 21st July, 2003

Principal Place of Business: Registered Office:
31st Floor, Paul Y. Centre Clarendon House
51 Hung To Road 2 Church Street
Kwun Tong, Kowloon Hamilton HM 11
Hong Kong Bermuda

Notes:

1. A member entitled to attend and vote at the above meeting is entitled fo appoint a proxy to attend and vote in his stead. A
proxy need not be a member of the Company.

2. A form of proxy for the meeting is enclosed. In order to be valid, the form of proxy together with a power of attorney or
other authority, if any, under which it is signed, or a notariclly certifled copy of that power or authority, must be deposited at
the Company’s principal place of business at 31st Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong. Kowloon, Hong Kong
not less than 48 hours before the time appointed for the meeting or any adjournment thereof,

3. The register of members of the Company will be closed for the purpcses of determining the entitlements to the proposed
final dividend from Thursday, 2nd October, 2003 to Monday, é6th October, 2003, both dates inclusive, during which pericd no
fransfers of shares shall be effected. In order to qualify for the proposed final dividend, all fransfers of shares accompanied
by the relevant share certificates must be lodged with the Company’s share registrars in Hong Kong. Secretaries Limited, at
Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong for registration by 4:00 p.m.
on Tuesday, 30th September, 2003,
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| have pleasure to present to
shareholders the annual report of
the Group for the year ended
31st March, 2003.

REVIEW

Financial Performance and
Positions

For the fiscal year ended 31st
March, 2003, the Group’s
consolidated turnover decreased
by 32% to approximately
HK$3,636 million when compared
with that of last year. It is mainly
due to the continuing downturn
in the Hong Kong construction
sector.

Due 1o the infensified
competition in the consfruction
market in Hong Kong and
declining tender prices of
construction projects, the
Group’s gross profit declined by
86% to approximately HKS$24
million and incurred a foss from
operations of HKS260 million as
compared with a profit of HK$18
million for last year. In view of the
extended downturn in the
property market and poor local
economic environment, total
provisions of HK$209 million, of
which HK$110 miliion for
impairment loss on property,
plant and equipment and
another HK$99 million for
revaluation loss of investment
properties, have been made. In
addition, total investment loss
(net) of HKS32 million has been
recorded.

Share of results of associates and
jointly controlied enfities
registered a profit of about
HK$119 million, showing an
increase which was mainly
attributable to the contribution
from Downer EDI Limited
("Downer”) since the Group’s
share of Downer's results for the
current year is calculated based
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on its results for the twelve
months from 1st January, 2002 to
31st December, 2002 whilst the
comparative amount for last year
was calculated based on its
results for the nine months from
1st April, 2001 to 31st December,
2001, Taxation of some HK$32
million represented mainly the
overseags tax in respect of
dividend received from and
share of income tax of Downer.
Loss for the year was HK$349
million and basic loss per share
was 33.5 cents.

When compared with the
Group’s financial position as at
last year end, as a result of the
disposal of its hotel property and
operation, the total assets of the
Group decreased by 21% to
HK$4,869 million but net current
assets increased by 12% to some
HKS524 million. Current assets
have consequently been
improved from 1.2 fimes to 1.3
times of current ligbilities. The net
debt to equity ratio decreased
slightly by 0.03 to 0.2 times at this
year end, As a result of the
change in translation reserve
amounting to some HKS81 million
due to the appreciation of the
Australian doliars in relatfion to
the Group’s interest in Downer,
net of dividends paid of HK$15
million and the loss of HK$349

CHAIRMAN’S STATEMENT

2 0 2 o

million during this year,
shareholders’ funds
decreased by 9% to HK$2,712
million.

Net cash outflow from
operations was about HKS11
million and outflow of HK$296
million in respect of investing
and financing. resulting in @
net decrease in cash of about
HKS$307 million for the year,

OPERATIONS
Contracting and Construction
tMaterials

During the year, the Group
secured new confracts with
an aggregate attributable
value of approximately
HK$2,536 million, which
comprised some HKS2,084
million of building construction
contracts, some HK$191
million of civil engineering
contracts and some HK$261
million of specialist works.
When compared with last
financial year end, confracts
on hand and the value of
work remaining at this year
end decreased by 29% to
approximately HKS10,358
million and 18% to
approximately HK$4,935
million respectively. '

Profile of Contracts On Hand as at 31st March, 2003

Value of contracis on hand
HK$10,358 million

Building

o> 79.0% consfruction 85.4% _—Q

—1t— 13.0% engineering

Specialist \

8.0% works 8.4% \\_{

Value of work remaining
HK$4,935 million

6.2% /

{ e

1

A
A\
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Subsequent to the year end, the
Group secured further new
contracts with an aggregate
attributable value of
approximately HKS$1,765 million,
which comprised socme HKS542
million of building construction
contracts, some HK$938 million of
civil engineering contracts and
some HKS$285 milllon of specialist
works. These newly secured
contracts included Tung Chung
Station Development Phase 4 & 5
of HK$§500 million and Widening
of Yuen Long Highway of HK$678
million.

The gross value of construction
work in Hong Kong confinued fo
shrink. The Government has been
revising its housing policy. in
particular the cutback in flat
production under the Home
Ownership Scheme, such that
considerable reduction was
recorded in the building
construction work in public sector
over the past two years, With its
well-established credibility,
experience and technical
capabilifies, the Group has
managed to secure additional
new building construction
confracts from private sector to
compensate the [oss in revenue
from public sector. Nevertheless,
the drastic decrease in available
works and the severe
competition in the market had
inevitably lowered the Group’s
furnover and gross margin from
the contracting business.
Consequently, the three major
segments of the Group’s
contfracting business, namely
building construction, civil
engineering and specialist works,
all incurred losses.

The construction materials
division has reduced ifs scale of
operation and managed to
contain ifs operating loss at
around HKS$21 million, similar to
that of last year.

ANNUAL REPORT 2003
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Major Contracts

Vaiue of coniracts

Value of work

on hand remaining

as at 31/3/2003 | as af 31/3/2003

HK$ ' million HKS 'million

7Eheung Kong Center, Cen‘rrdi 2,890 82
Cyberport Residential Development -

(Contfract Rla & R1b) 2,558 2,241
Tsing Yi Hotel Superstructure Phase 2 1,020 777
Site Formation for Lamma

Power Station Extension 684 1
Tseun'g Kwan O Area 73A Phase 3 B WA‘?O 201
Shek Kip Mei Estate Phase 1 97 397

Thomson Road 121-131 & -

Fleming Road 2-10 Superstructure 288 272

| Sheraton Hong Kong Hotel & Towers { |

Guesfroom Refurbishment 231 82
APT Sctellite Telepark af i

Tai Po Industrial Estate 173 74
Others 1,627 | 718
Totai 10,358 4,935

During the year, the Group has
purchased a 100% interest in an
industrial complex situcted in
Yuen Long for a considerafion of
HKS$103 million which s
designated for the use of pre-
cast concrete product
manufacturing. Due o the
shrinkage in demand for pre-cast
concrete building components,
the redevelopment plan was
dropped and provision has been
made fo record this property at
its estimated recoverable
amount,

Property, Hote! and Catering
Operations

The Group’s investment property
portfolio included Paul Y. Cenftre,
the Group’s headguarter in Kwun
Tong. In-Zone, a shopping arcade
in Wanchai and certain
investment properties in the PRC.

Although the overall rental rates
of the investment properfies had

been reduced, occupancy rate
was maintained at the
safisfactory level in which Paul V.
Centre remained at an
occupancy rate af around 92%
at the year end. Due to the
continuing weak retailing market,
In-Zone was around 75% let at
the year end. Following the
completion of sale of the few
residual residential flats of Cathay
Lodge, the Group had
successfully reclise all its
properties held for resale in cash.

In July 2002, the Group has
entered into an agreement o
dispose of its hotel property and
operation for a consideration of
HK$250 million to Rosedale Hotel
Group Limited ("Rosedale”),
formerly China Land Group
Limited which is an associate of
China Strategic Holdings Limited
("China Strategic”). The
transaction was completed on

2nd December,

2002.




During the year, the Group
entered into tand use right grant
confracts in two parcels of land
in Taishan City, Guangdong, the
PRC of land premium of around
HK$42 million. These properties,
which can be developed into
commercial, finance and
residential use, shall be delivered
to the Group in vacant
possession and cleared site state
within this year.

MAJOR ASSQCIATE -

WRV"’V\ T
DOWRNER

Downer reported g revenue of
AS$2,430 million (HK$10.,458 million)
and AS$1.211 million (HKS5,210
million) and a net profit after tax
of A§56 million (HKS243 million)
and A$22 million (HK$94 million)
for the year ended 30th June,
2002 and six months ended 31st
December, 2002 respectively. As
at this year end, the Group held
354,674,194 shares in Downer
which is equivalent to about
36.57% of the then issued ordinary
share capital or about 32.25% on
a fully diluted basis.

Downer, a top 150 listed
company on the Australian Stock
Exchange, which is also listed on
the New Zealand Stock
Exchange, has total assets of
approximately A$1.8 billion
(HKS$8.4 billion) and number of
employees of over 10,000,
Downer provides comprehensive
engineering and infrastructure
management services to the
mining, power, rail, resources,
road and felecommunicatfions
sectors In Australia, New Zealand,
Asia and the Pacific. its services
are organised through five
operating divisions that have
common core competencies.
These core competencies include
value-adding skills in engineering.
design and asset management
and maintenance to provide

CHAIRMAN’S STATEMENT (continuea)
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clients with single source
solutions.

Downer’s divisions are Downer
Engineering (engineering
division), Works Infrastructure
(infrastructure division), Roche
Mining (mining division), EDI Rail
(rail division) and Century
Resources (resource services
division).

MAJOR INVESTMIENT ~
CHINA STRATEGIC

As at the year end, the Group
held 14.55% equity interest in
China Strategic, a diversified
investment holding company with
its securities listed on The Stock
Exchange of Hong Kong Limited
(the "Hong Kong Stock
Exchange”). China Strategic
engages in business of tire
manufacturing, manufacturing,
retailing and distribution of
Chinese medicine, western
pharmaceuticals and health food
and investment in infrastructure
projects.

LIQUIDITY AND CAPITAL
RESOURCES

The Group adopts a prudent
funding and freasury policy with
regard to its overall business
operations. A variety of credit
facilities is maintained to meet its
working capital requirements.
During the year, the Group
obtained new bank loans in the
amount of HK$296 million. The
proceeds were used for general
working capital purpose. The
loans of the Group bear interest
at market rafes and are with
terms of repayment ranging from
one year to ten years. As at 31st
March, 2003, the Group's fotal
borrowings amounted to HK$782
million with HK$144 million
repayable within one year and
HK$638 million repayable after
one year. Cash balances at 31st

@
°
o
°

March, 2003 amounted to HKS$236
million.

As at the year end, all of the
Group's borrowings bear interest
at floating rates and are
denominated in Hong Kong
dollars. As a result of the disposal
of its hotel property and the
corresponding mortgage loan,
the Group’s gearing ratic
decreased considerably from
0.43 af last year end to 0.29
which is calculated based on the
total borrowings of HK$782 million
and the Group’s shareholders’
funds of HKS2,712 million.

NUMBER OF EMPLOVEES,
PFMUMWA ION POLICIES
AND SHARE GPTION
SCHEME

Including the directors of the
Group, as at 31st March, 2003,
the Group employed a total of
approximately 1,260 full time
employees. Remuneration
packages comprised of salary
and year-end bonuses based on
individual merits. No share
options were granted or
exercised during the year.

PLEDGE OF ASSETS

As at 31st March, 2003, some of
the Group's properties and
debtors with an aggregate value
of approximately HK$891 million
and the issued shares of certain
subsidiaries of the Company and
its benefits under some
construction contracts, have
been pledged to banks and
financial institutions fo secure
general credit facilities granted
to the Group.

CONTINGENT LIABILITIES

As at the year end, the Group
has contingent liabilities in
respect of outstanding
performance bonds on

ANNUAL REPORT 2003
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construction contracts of HK$741
million and guarantees given to
banks and financial institutions on
general banking facilities granted
to associates of HKS2 million.

A“\S

A \\\“ WAR

In October 2002, Anglo Chinese
Corporate Finance, Limited on
behalf of Hollyfield Group
Limited, a wholly-owned
subsidiary of ITC Corporation
Limited ("ITC Corporation”),
made a cash offer 1o acquire all
shares and warrants of the
Company, other than those
shares and warrants owned by
ITC Corporation or its wholly-
owned subsidiaries. Pursuant to
the closing of the offer in
December 2002, ITC Corporation
indirectly holds more than 50% of
the issued share capital of the
Company and hence becomes
the ultimate holding company of
the Company.

>OST BALANCE SHEET EVENT
On 8th July, 2003, the Company
and Hanny Holdings Limited
("Hanny”) jointly announced that
through Kingsway SW Securities
Limited, they will make a
voluntary conditional cash offer
at the price of HKS$0.1Q for each
share and HKS$0.001 for each
warrant of China Strafegic
respectively, other than those
owned by the Company and
Hanny and parties acting in
concert with them, and to
cancel all cutstanding share
options of China Strategic at
HKS0.001 each. The Company
and Hanny further jointlty
announced that after the
purchase at the open market on
@th July, 2003, the Company and
Hanny and their concert parties
are interested in 291,675,000
shares of China Sfrategic,
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representing approximately
35.16% of the issued share capital
of China Strategic, thus triggering
a mandatory offer during the
offer period of a voluntary offer
under Rule 26 of the Takeovers
Code. The Company and Hanny
have notified China Strategic
that, fo make the offer price
more atfractive to the
shareholders of China Strategic,
the offer price per share of China
Strategic is fo be increased from
HKS0.10 to HKS0.139, representing
an increase of 39%. The shares
and warrants of China Strategic
to be acquired by Kingsway SW
Securities Limited will be
distributed to the Company and
Hanny in the same proportion.

Following the close of the offer,
the Company and Hanny intend
to take appropricte steps to
ensure that not less than 25% of
the ordinary shares of China
Strategic will be held by the
public.

SECURIY
As af the year end, there were
1.063,016,037 shares in issue and
outfstanding share options over a
total of 16,100,000 shares with
subscription price remained at
HKS$0.5552 per share. No share
options were granted or
exercised during the year and
share options over 38,349,206
shares at subscription prices per
share of HK$0.6048 lapsed and
were cancelled during the year.
During the year, an aggregate of
26,271,113 shares were issued by
way of scrip dividend.

As at the year end, there were
204,920,349 outstanding warrants
("2003 Warrants”) which confer
rights to the holders to subscribe
up to approximately HKS82 million
in cash for shares of HK$S0.10
each at an initial subscription

price of HK$0.40 per share. These
warrants are exercisable at any
time on or before 29th August,
2003 and none has been
exercised up to 31st March, 2003,
FINAL DiVIDZNE

The board of directors has
resolved to recommend the
payment of a final dividend of 1
cent per share for the yeor
ended 31st March, 2003 (2002: 1
cent per share) to shareholders
whose names appear on the
Company's register of members
as at the close of business on 6th
October, 2003. The final dividend
is expected to be paid to
shareholders by post on or
around 31st October, 2003.

The board of directors has alsc
proposed that the final dividend
should be satisfied by way of a
scrip dividend of shares, with an
option to elect cash in respect of
part or all of such dividend. The
market value of the shares to be
issued under the scrip dividend
proposal will be fixed by
reference fo the average of the
closing prices of the Company's
shares for the three consecutive
trading days ending 6th October,
2003 less a discount of five per
cent. of such average price or
the par value of shares,
whichever is the higher, The
proposed scrip dividend is
conditional upon the Hong Kong
Stock Exchange granting listing
of, and permission to deal in, the
new shares to be issued and the
passing at the forthcoming
annual general meeting of the
Company of an ordinary
resolufion to approve the final
dividend. A circular giving full
details of the scrip dividend
proposal and a form of election
will be sent to shareholders.




EXPIRY OF SUBSCRIPTION
RIGHTS ATTACKHED TO 2003
WARRANTS

Warrantholders are kindly
reminded that the subscription
rights attaching to the 2003
Warrants will expire immediately
after 4:00 p.m. on 29th August,
2003. A circular, containing
information in relation to the
expiry of the 2003 Warrants, will
be despatched to warrantholders
as soon as practicable.

PURCHASE, SALE OR
REDEMPTION OF THE
COMPANY'S LISTED
SECURITIES

During the year ended 31st
March, 2003, there were no
purchases, sates or redemptions
by the Company, or ony of its
subsidiaries, of the Company’s
listed securities.

CUTLOCK

The Government has announced
in November 2002 its revised
housing policy to restore the
public’s confidence in the local
property market. Nine measures,
including but not limited to
stopping all scheduled land
auctions, suspension of
Application List for supply of new
land and cessation of production
of flats under Home Ownership
Scheme, have been introduced
with primary effect to reduce the
supply, especially in pUinc
sector, in the residential market in
the coming years, These
measures would inexorably
deteriorate the local construction
market conditions, lessen
tendering opportunities and
intensify competitions. Tender
price is antficipated to remain low
or even be further reduced. In
May 2003, the Government
decided to Tempororily put the
Tamar development project on
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hold and would complete the
review of its spending priorities
within six months. Such move
would cause further uncertainty
over the recovery of the local
construction market.

To tackle with the increasingly
challenging market ahead, the
Group will continue with its cost
reduction and streamlining
measures to enhance its cost
competitiveness. With ifs
comprehensive skill base, proven
frack records and a diversified
client base, the Group devotes to
maintain its market share in
private sector and has already
secured large scale contracts like
Cyberport Residential
Development R1a & R1b and
Tsing Yi Hotel Development Phase
2. Subsequent to the year end,
the Group has further been
awarded with other large scale
confracts including Tung Chung
residential develocpment project
and widening of Yuen Long
Highway which in aggregate
amounts fo HKS$1,765 million and
is confident to secure new
prospect in the future.

Though Hong Kong remains its
operation base, the Group will
focus more on the PRC which is
the market provides ample
opportunities for the Group’s
business growth. The signing of
the Closer Economic Partnership
Arrangement ("CEPA") will
liberalize market access and
accelerate the Group's growth in
the PRC. The Group will also
revisit its investment plans to
capture the benefits of CEPA,

In Australia and South Pacific
region, Downer is well positioned
to capitalise on global tfrends
towards outsourcing and expects
steady growth to come from its
ability to provide clients with
turnkey service delivery in its

target markets of mining, power,
rail, road and
felecommunications. With its
track record of steady earnings
growth, the directors are
confident that Downer will
confinue to enhance the Group's
ability to maintain a stable
income stream and crecte
investment value.

In the years to come, the Group
will continue its business and
investment diversification strategy
by venturing into the different
geographical markets where
sound business opportunities are
identified, with its primary focus
on the PRC market and
investments generating earnings
growth. Barring unforeseeable
circumstances, the Group is well
positioned to capture its
prospects and meet the
challenges ahead.

APPRECIATION

On behclf of the board of
directors, | would like to take this
opportunity to express my
appreciation to the shareholders
for their support, to the
management and staff for their
dedicated efforts and to our
client, consultants and partners
for alt their valuable assistance
offered during this past year.

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 21st July, 2003
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Chan Kwok Keung, Charles, aged
48, is the Chairman of the
Company. Dr. Chan holds an
honorary degree of Doctor of
Laws and a bachelor’'s degree in
civil engineering and has over 23
years' infernational corporate
management experience in the
construction and property sectors
as well as in strategic
investments, He joined the Group
in 1987 and is responsible for its
strategic planning. Dr. Chan is the
chairman of ITC Corporation
Limited ("ITC”"), Hanny Holdings
Limited ("Hanny”) and Dong
Fang Gas Holdings Limited, all of
which are companies whose
shares are listed on The Stock
Exchange of Hong Kong Limited
(the "Hong Kong Stock
Exchange”). and China
Enterprises Limited, a company
whose shares are traded on OTC
Bulletin Board in U.S.A [TCis a
substantial shareholder of the
Company as disclosed in the
section headed "Substantial
Shareholders” in the report of the
directors. He is the chairman and
chief executive officer of China
Strategic Holdings Limited
("China Strategic”) and an
executive director of Ananda
Wing On Travel (Holdings)
Limited, both of which are
companies whose shares are
listed on the Hong Kong Stock
Exchange. Dr. Chan is also a nen-
executive director of Downer EDI
Limited ("Downer”), a company
whose shares are listed on the
Australian Stock Exchange and
the New Zealand Stock
Exchange.

Lau Ko Yuen, Tom, aged 52, is the
Deputy Chairman of the
Company. Mr. Lau has over 30
years’ infernaticnal corporate
management experience in the
construction industry. He joined
the Group in 1991 and is
responsible for its general
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corporate development and
administration. Mr. Lau is the
deputy chairman of ITC and
Downer. He is also a director of
ITC Investment Holdings Limited
C'ITC Investment”) and Hollyfield
Group Limited ("Hollyfield”) which
are substantial sharehclders of
the Company as disclosed in the
section headed "Substantial
Shareholders” in the report of the
directors.

Chan Fut Yan, aged 49, is the
Managing Director of the
Company. Mr. Chan has over 30
years’ experience in the local
construction field specialising in
site supervision, planning of works
and progress monitering. He
joined the Group in 1987 and is
responsible for its general
management. Mr. Chan is the
vice chairman of Rosedale Hotel
Group Limited (*Rosedale”), a
company whose shares are listed
on the Hong Kong Stock
Exchange, an executive director
of ITC, and a director of ITC
Investment and Hollyfield.

Wong Wing Hoo, Billy, aged 45, is
the Deputy Managing Director of
the Company. Mr. Wong has over
22 years’ experience in the
construction field. He holds a
bachelor’s degree in civil
engineering and is a visiting
professor of Central South
University, China. Mr. Wong is @
Registered Professional Engineer,
and a fellow member of The
Hong Kong Institution of
Engineers, The Hong Kong
Institution of Highways and
Transportation and The Institution
of Highways and Transportation.
He is also the President of the
Hong Kong Construction
Association, the Chairman of
Construction Industry Training
Authoerity, and a member of the
Provisional Construction Industry
Coordination Board. He is also a

member of Corporate &
Employee Contribution
Programme Organising
Committee of The Community
Chest, a member of Advisory
Committee of the Department of
Civil Engineering of The University
of Hong Kong, and an observer
of IPCC Cbservers Scheme of The
Independent Police Complaints
Council. Mr. Wong joined the
Group in 1990 and is responsible
for its construction business
operating in Hong Kong,
Mainland China and overseas. He
is an alternate director of
Downer.

Chau Mei Wah, Rosanna, aged
48, is an executive director of the
Company. Ms. Chau has over 23
years' experience in intfernatfional
corporate management and
finance. She holds a bachelor’s
degree and a master’s degree in
commerce and is a member of
the Hong Kong Society of
Accountants, the CPA Australic
and the Certified General
Accountants’ Association of
Canada. She joined the Group in
1991 and is responsible for its
general corporate development,
administration and cverall
finance activities. Ms. Chau is the
managing director of ITC, and an
executive director of Star East
Holdings Limited, a company
whose shares are listed on the
Hong Kong Stock Exchange,
China Strategic and Rosedale.
She is also a director of ITC
Investment, Hollyfield and Burcon
NutraScience Corporation, a
company whose shares are listed
on the TSX Venture Exchange.

Cheung Hon Kit, aged 49, is an
executive director of the
Company. Mr. Cheung
graduated from the University of
London with a Bachelor of Arts
degree. He has over 25 years’
experience in real estate




development, property
investment and corporate
finance. He has worked in key
execufive position in various
leading property companies in
Hong Kong. Mr. Cheung is an
executive director of ITC and the
executive vice chairman of
Rosedale. He is also a director of
Hanny, Skynet (International
Group) Holdings Limited, Panva
Gas Holdings Limited, Cyber On-
Air Group Company Limited and
Billybala Holdings Limited, all of
which are companies whose
shares are listed on the Hong
Kong Stock Exchange.

Law Man Wah, Conrad, aged 43,
is an executive director of the
Company. Mr. Law has a Higher
Diploma in Structural Engineering.
He has over 20 years’ experience
in the local and overseas
construction field specializing in
foundation works and specialist
works. He joined the Group in
1985 and is responsible for its
construction business specializing
in foundation works and specialist
works cperating in Hong Kong
and overseas.

Lee Hon Chiu, aged 41, is an
executive director of the
Company. Mr Lee has over 16
years’ experience in auditing,
accounting and financial
management. He holds @
bachelor’'s degree in business
administratiocn and is a member
of the Hong Kong Society of
Accountants, a fellow member of
the Association of Chartered
Certified Accountants and also a
certified public accountant in
Hong Kong. He joined the Group
in 1993 and is responsible for its
finance and accounting
functions.
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Cheung Ting Kau, Vincent, aged
61, has been an independent
non-executive director since
1993. Mr. Cheung is a practising
solicitor and the senior partner of
the firm of solicitors, Vincent T.K.
Cheung, Yap & Co. He obtained
a bachelor of laws degree from
University College, London and
was admitted as a solicitor in the
United Kingdom in 1970 and in
Hong Kong in 1972, Mr. Cheung is
an executive director of Jade
Dynasty Foed Culture Group
Limited, a non-executive director
of Gold Peak Industries (Holdings)
Limited, Techtronic Industries
Company Limited, all of which
are companies whose shares are
listed on the Hong Kong Stock
Exchange.

Kwok Shiu Keung, Ernest, aged
67, has been an independent
non-executive director since
1993. Mr. Kwok is a practising
solicitor, a chartered civil
engineer and a practising
arbitrator. He was for more than
25 years a registered structural
engineer and an authorised
person (List 1) under the Buildings
Ordinance, Mr. Kwok is a member
of the Institution of Civil
Engineers, United Kingdom, a
fellow membper of the Chartered
Institute of Arbitrators, United
Kingdom and a fellow member of
the Hong Kong Institute of
Arbitrators.
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The directors present their annual report and the audited financial statements of the Group and the Company for
the year ended 31st March, 2003.

PRINCIPAL ACTIVITIES

The Company is an investment holding company.

The activities of its principal subsidiaries, associates and jointly controlled entities at 31st March, 2003 are set out in
note 45 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company for the year ended 31st March, 2003 are set out in the
consolidated income statement on page 22 of the annual report and in the accompanying notes to the financial
statements.

An intferim dividend of 1.0 cent per share amounting tc HK$10,491,000 was paid to the shareholders during the
year. The directors recommend the payment of a final dividend of 1.0 cent per share in scrip form with a cash
option tc shareholders whose names appear on the register of members on 6th Cctober, 2003, amounting to
approximately HK$10,630,000. Details of the dividends are set out in note 11 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 3'st March, 2003, the five largest customers and the single largest customer of the Group
accounted for approximately 68% and 17% of the turnover of the Group, respectively. The aggregate purchases
attributable to the five largest suppliers of the Group during the year were less than 30% of the purchases of the
Group.

As far as the directors are aware, certain directors and/or their associates, within the meaning of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Keng Limited (The “Hong Kong Stock
Exchange”) (the "Listing Rules”), have an interest of less than 1% in shares and/or equity derivatives of one of the
five largest customers of the Group for the year ended 31st March, 2003.

Save as disclosed above, as far as the directors are aware, none of the directors, their associates, within the
meaning of the Listing Rules, or those shareholders which to the knowledge of the directors own more than 5% of
the Company’s share capital have an interest in any of the five largest customers of the Group for the year ended
31st March, 2003.

LIQUIDITY AND CAPITAL RESOURCES

The Group currently maintains a variety of credit facilities to meet its working capital requirements. At 31st March,
2003, the Group’s total borrowings amounted to approximately HKS781,598,000 with approximately HK$ 144,423,000
repayable within one year, approximately HK$30,900,000 repayable between one to two years, approximately
HK$578,700,000 repayable between two to five years and approximately HK$27,575,000 repayable after five years.
Cash, bank balances and deposits at 31st March, 2003 amounted to approximately HK$236,096,000. The Group’s
current ratio was 1.3 and the long term debt to equity ratio was 0.2 at 31st March, 2003.

INVESTMENT PROPERTIES

The investment properties of the Group were revalued on 31st March, 2003. The resulting deficit on revaluation of
the properties amounting to approximately HK$99,392,000 has been charged to the income statement,

Details of these and other movements in the investment properties of the Group during the year are set out in note
13 to the financial statements.
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PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$28,611,000 on property, plant and equipment to expand and
upgrade its operating capacity. In addition, property, plant and equipment with aggregate net book values of
approximately HK$103,000,000 and HK$647,359,000 were acquired and disposed of as a result of the acquisition
and disposal of subsidiaries, respectively.

Details of these and other movements in the property, plant and eguipment of the Group during the year are set
out in note 14 to the financial statements.

MAJOR PROPERTIES

Particulars regarding major properties of the Group at 31st March, 2003 are set out on page 69 of the annual
report.

SHARE CAPITAL AND WARRANTS

Details of movements in the issued share capital and the warrants ("2003 Warrants”) of the Company during the
yecr are set out in notes 31 and 32 to the financial statements, respectively.

SHARE OPTIONS

Particulars of the Company’s share option schemes are set out in note 33 to the financial statements.
The following table discloses movements in the Company’s share options during the year:

Number of shares of the Company to be issued
upon exercise of the share options

Exercise price Outstanding at  Lapsed during Outstanding at

Name of director Date of grant per share 1.4.2002 the year 31.3.2003
HKS

Chan Kwok Keung. Charles 18th December, 1998 0.6048 9,587,301 (9.5687.301) -

Lau Ko Yuen, Tom 18th December, 1998 0.6048 9,687,301 (9.587,301) -

17th December, 1999 0.5562 5,000,000 - 5,000,000

Chan Fut Yan 18th December, 1998 0.6048 9,587,301 (9,587,301 -

17th December, 1999 0.5552 5,000,000 - 5,000,000

Chau Mei Wah, Rosanna 18th December, 1998 0.6048 9,587,301 (9.587.301) -

17th December, 1999 0.5552 6,100,000 - 6,100,000

54,449,204 (38,349,204) 16,100,000

The outstanding options can be exercised at any fime during a period of three years commencing on the expiry of
six months after the date of acceptance of the options.
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DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive directors

Chan Kwok Keung, Charles (Chairman)

Lau Ko Yuen, Tom (Deputy Chairman)

Chan Fut Yan (Managing Director)

Wong Wing Hoo, Billy (Deputy Managing Director) (appointed on 18th February, 2003)

Chau Mei Wah, Rosanna

Cheung Hon Kit

Law Man Wah, Conrad (appointed on 18th February, 2003)
Lee Hon Chiu (appointed on 18th February, 2003)

Independent non-executive directors

Cheung Ting Kau, Vincent
Kwok Shiu Keung, Ernest

In accordance with Clauses 87(1) and 87(2) of the Company’s bye-laws, Mr. Kwok Shiu Keung, Ernest retires by
rotation, and is eligible for re-election, at the forthcoming annual general meeting.

In accordance with Clause 86(2) of the Company’s bye-laws, Mr. Wong Wing Hoo, Billy, Mr. Law Man Wah, Conrad
and Mr. Lee Hon Chiu retfire, and are eligible for re-election, at the forthcoming annual genercl meeting.

The term of office of each non-executive director is the period from the date of appointment up to his retirement
by rotation in accordance with the Company’s bye-laws.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming annual genercal meeting has a service confract
with the Group which is not detferminable by the Group within one year without payment of compensation, other
than statutory compensation.
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DIRECTORS’ INTERESTS IN SECURITIES

At 31st March, 2003, the interests of the directors of the Company in the securities of the Company and its
associated corporations, within the meaning of the Securities (Disclosure of Interests) Ordinance (the “SDi
Ordinance”), as recorded in the register kept by the Company under Section 29 of the SDI Ordinance or as
otherwise noftified fo the Company and the Hong Kong Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies in the Listing Rules (the "Model Code”) were as follows:

(a) Interest in the Company

Number of Amount of Number of share

shares of the the 2003 options of the

Name of director Nature of interest Company held Warrants held Company held
HKS

Chan Kwok Keung, Charles Corporate interest (note) 685,220,227 46,034,370.80 -

Personal interest 8,624,000 - -

Lau Ko Yuen, Tom Personal interest - - 5,000,000

Chan Fut Yan Personal interest - - 5,000,000

Chau Mei Wah, Rosanna Personal interest - - 6,100,000

Cheung Hon Kit Personal interest 400 32.00 -

Law Man Wah, Conrad Personal interest 6,445 515.60 -

(b) Interest in ITC Corporation Limited (“ITC”)

Number of Amount of 2006
ordinary shares  convertible notes

Name of director Nature of interest of ITC held of ITC held
HKS

Chan Kwok Keung, Charles Corporate interest (note) 219,681,911 -
Personal interest - 250,000,000

(¢) Interest in Hanny Holdings Limited ("Hanny”)

Number of Number of
shares of share options
Nome of director Noture of interest Hanny held of Hanny held
Chan Kwok Keung, Charles Corporgate interest (nofe) 45,298 813 -
Personal interest - 4,000,000

(d) Interest in Burcon NutraScience Corporation (“Burcon”)
Number of Number of Number of
common shares warrants of share options
Name of director Nature of interest of Burcon held Burcon held of Burcon held
Chan Kwok Keung, Charles Corporate interest (note) 3,860,000 460,000 -
Chau Mei Wah, Rosanna Personal interest 280,000 - 40,000
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DIRECTORS’ INTERESTS IN SECURITIES (Continued)

(e Interest in Star East Holdings Limited (“Star East”)

Number of Number of

shares of share options of

Name of director Nature of interest Star East held Star East held
Chan Kwok Keung, Charles Corporate interest (note) 635,082,479 -
Lau Ko Yuen, Tom Personal inferest 382,000 -
Chau Mei Wah, Rosanna Personal interest - 12,500,000

Note: Dr. Chan Kwok Keung, Charles was deemed to have corporate interest in ordinary shares of ITC by virtue of his indirect
shareholding in Galaxyway investments Limited which owned these ordinary shares. ITC is the ultimate holding company of
the Company effactive from December 2002. Hanny, Burcon and Star East were associated corporations of ITC.
Accordingly, these companies were associated corporations, within the meaning of the SDI Ordinance, of the Company.
Dr. Chan Kwok Keung. Charles was deemed to have corporate interest in the securities of fhe Company, Hanny, Burcon
and Star East by virtue of his deemed interest in the ordinary shares of ITC.

Save as disclosed above, at 31st March, 2003, none of the directors of the Company had any personal, family,
corporate or other interests in any securities of the Company or any of its associated corporations, within the
meaning of the SDI Ordinance, as recorded in the register kept by the Company under Section 29 of the SDI
Ordinance or as otherwise notified to the Company and the Hong Kong Stock Exchange pursuant fo the Mode!
Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed herein, at no fime during the year was the Company or any of its holding companies or fellow
subsidiaries or subsidiaries a party to any arrangements fo enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debt securities including debentures, of the Company or any
other body corporate, and none of the directors, chief executives or their spouses or children under the age of 18,
had any right to subscribe for the securities of the Company, or had exercised any such right during the year.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

Interests of directors of the Company in competing businesses at 31st March, 2003 required to be disclosed
pursuant fo Rule 8.10 of the Listing Rules were as follows:

Name of director Name of company Nature of competing business Nature of interest

Chan Kwok Keung, Charles Ananda Wing On Travel (Holdings) Property business in Hong Kong As ¢ director of AWO
Limited ("AWQ") ond its subsidiaries

Star East and its subsidiaries Property business in Hong Kong As a substantial shareholder

and the PRC of Star East

Lau Ko Yuen, Tom New World CyberBase Limited Property business in Hong Kong As a director of
("New World CyberBase”) New World CyberBase

and its subsidiaries

Chan Fut Yan Rosedale Hotel Group Limited Property business in the PRC As the vice chairman of
("Rosedale”) and its subsidiaries Rosedale
Chau Mei Wah, Rosanna Rosedale and ifs subsidiaries Property business in the PRC As a director of Rosedale
Star East and its subsidiaries Property business in Hong Kong As a director of Star East

and the PRC
Cheung Hon Kit Rosedale and ifs subsidiaries Property business in the PRC As the executive vice

chairman of Rosedale

The changes in details of the directors’ interests in competing businesses previously disclosed in the annual report
of the Company for the year ended 31st March, 2002 were set out below:

1. Dr. Chan Kwok Keung, Charles was appeinted as a director of AWO on 19th April, 2002;

2. The name of China Land Group Limited was changed to Rosedale Hotel Group Limited with effect from 9th
December, 2002;

3.  Rosedale and ifs subsidiaries ceased fo carry out property businass in Hong Kong during the year; and

4. China Strategic Holdings Limited ("China Strategic”) and its subsidiaries ceased to carry out property business
in Hong Kong and the PRC during the year.

Subsequent to the balance sheet date, Mr. Lau Ko Yuen, Tom resigned as a director of New World CyberBase and
an alternate director of China Strategic on 9th June, 2003 and 11th June, 2003 respectively.

Having considered the nature, size and scope of the above businesses, the directors of the Company believe that
there is unlikely to be any significant competition with the businesses of the Group.

Save as disclosed above, none of the directors of the Company is interested in any business apart from the

Group's businesses which competes or is likely to compete, either directly and indirectly, with the businesses of the
Group.
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DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section headed "Connected Transactions” below, no contracts of significance to
which the Company or any of its holding companies or fellow subsidiaries or subsidiaries was a party and in which
a director of the Company had a material interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

CONNECTED TRANSACTIONS

During the year, the Group entered info fransactions with certain associates of ITC, within the meaning of the
Listing Rules. Dr Chan Kwok Keung, Charles, Mr. Lau Ko Yuen, Tom, Mr. Chan Fut Yan, Ms. Chau Mei Wah, Rosanna
and Mr. Cheung Hon Kit, directors of the Company, are also directors of ITC. The transactions include purchase of
building materials, rental and related building management fee charged and sales of motor car registration marks
by the Group and the aggregate amount for each class of transaction is below HKS1 million.

In addition, at 31st March, 2003, a subsidiary of the Company advanced approximately HK$43,786,000 to Hamker
Concrete Products Limited ("Hamker”) which is 70% owned by the Group for financing its operafions. Such
advance was the only financial assistance given by Hamker’'s shareholders to Hamker, and is unsecured, has no
fixed terms of repayment and bears interest at commercial rate.

SUBSTANTIAL SHAREHOLDERS

At 31st March, 2003, according to the register of substantial shareholders maintained by the Company under
Section 16(1) of the SDI Ordinance and so far as is known to the directors of the Company., the foliowing
shareholders had an interest of 10% or more in the issued share capital of the Company:

Number of shares Percentage

of the Company held of issued

Name of shareholder Direct interest Deemed interest share capital
%

Chan Kwok Keung, Charles 8,624,000 685,220,227 (Note) 65.3
Chinaview International Limited - 685,220,227 (Note) 64.5
Galaxyway Investments Limited - 685,220,227 (Note) 64.5
ITC - 685,220,227 (Note) 64.5
ITC Investment Holdings Limited - 685,220,227 (Note) 64.5
Hollyfield Group Limited 685,220,227 (Note) - 64.5

Note: Hollyfield Group Limited, a whelly-owned subsidiary of ITC Investment Holdings Limited, which was, in turn, a wholly-owned
subsidiary of ITC, owned 685,220,227 shares in the Company. Galaxyway Investments Limited, a wholly-owned subsidiary of
Chinaview International Limited, owned more than one-third of the issued share capital of ITC. Dr. Chan Kwok Keung,
Charles owned the entire issued share capital of Chinaview International Limited. ITC Investment Holdings Limited, ITC,
Galaxyway Investments Limited, Chinaview International Limited and Dr. Chan Kwok Keung, Charles were all deemed to
be interested in 685,220,227 shares in the Company.

Save as disclosed above, the Company has not been notified of any other interests representing 10% or more in
the issued share capital of the Company at 31st March, 2003.
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RETIREMENT BENEFIT SCHEMES

Information on the Group’s retirement benefit schemes is set out in notes 6(b) and 38 fo the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on @ pro-rata basis 1o existing shareholders although there are no
restrictions against such rights under the laws of Bermuda.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied throughout the year ended 31st March, 2003 with the
Code of Best Practice as set out in Appendix 14 of the Listing Rules.

PURCHASE, SALE CR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

POST BALANCE SHEET EVENT

Details of a significant post balance sheet event are set out in note 43 to the financial statements.

DONATIONS
During the year, the Group made charitable ond other donatfions of approximately HKS20,000.

AUDITORS

Messrs. Deloitte Touche Tohmatsu have acted as auditors of the Company for the past three years, A resolution will
be submitted tc the annual general meeting to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 21st July, 2003
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Certified Public Accountants BENETHBEC 1R @
26/F, Wing On Centre R2DI26iE DEIOItte
111 Connaught Road Central

Hong Kong TO“Che
Tohmatsu

TO THE MEMBERS OF PAUL Y. - iTC CONSTRUCTION HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 22 to 67 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial statements which give a true and fair
view. In preparing financial statements which give a true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently.

It is our responsibility fo form an independent opinion, based on our audit, on those statements and to report cur
opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures
in the financial statements. it also includes an assessment of the significant estimates and judgments made by the
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate fo
the circumstances of the Company and the Group, consistently applied and adeqguately disclosed.

We planned and performed our audit so as to obtain ail the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasenable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we also evaluated the overall adequacy of
the presentation of information in the financial statements. We believe that our audit provides a reasonabie basis
for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the Company and the
Group as at 31st March, 2003 and of the loss and cash flows of the Group for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmaisu
Certified Public Accountants

Hong Kong. 21st July, 2003
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2003 2002
Notes HK$'000 HK$'000
Turnover
The Company and subsidiaries 3,636,182 5,343,810
Share of associates and jointly controlled entities 3,965,982 3,465,959
7,602,164 8,809,769
Group turnover 3,636,182 5,343,810
Cost of sales (3,612,284) (56,174,038
Gross profit 23,898 169,772
Other operating income - 23.829
Administrative expenses (171,516) (175,413
Loss on disposal of discontinuing operations 5 (1,701) -
Impairment loss on property, plant and equipment (110,327 -
(Loss) profit from operations 6 (259,646) 18,188
Finance costs 7 (25,794) (38.301)
Investment (expenses) income - net 8 (32,036) 70,714
Deficit arising on revaluation of investment properties (99,392) 31,130
Allowance for amounts due from associates (13,964) -
Loss on dilution of interest in an associate (4,665) (6,688)
Share of results of associates 112,859 103,901
Share of results of jointly controlled entities 5,920 8,559
(Loss) profit before taxation (316,718) 125,243
Taxation 10 (32,496) (47,935)
(Loss) profit before minority interests (349,214) 77,308
Mincrity interests 498 (6.605)
(Loss) profit for the year (348,716) 70,703
Dividends 11
Interim dividend paid 10,491 10,246
Final dividend proposed 10,630 10,367
21,121 20,613
(Loss) earnings per share 12
Basic HK$(0.335) HKS$0.071
Diluted HK$¢0.337) HKS$0.068
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2003 2002
Noftes HK$'000 HK$*000
NON-CURRENT ASSETS
Investment properties 13 572,608 675,900
Property, plant and equipment 14 458,156 1,180,615
Goodwill 15 16,136 18,442
Interests in associates 17 953,251 848,652
Interests in jointly controlied entities 18 8,743 7.823
Investments in securities 19 653,686 659,029
Other long term investments 20 15,481 16,289
Amount due from a related company 21 168,308 -
2,846,369 3,406,680
CURRENT ASSETS
Properties held for resale - 7.692
Amounts due from customers for confract works 22 200,934 375,414
Debtors, deposits and prepayments 23 1,073,857 1,371,982
Amounts due from related companies 21 277,195 34,095
Amounts due from associates 24 45,859 58,007
Unsecured loans receivable 25 155,697 189,840
Investments in securities 19 26,527 141,829
Taxation recoverable 6,457 5.800
Short term bank deposits 210,963 559,437
Bank balances and cash 25,133 42,253
- 2,022,622 2,786,349
CURRENT LIABILITIES
Amounts due to customers for contract works 22 494,855 613,911
Creditors and accrued expenses 26 775,761 1,135,357
Amounts due to related companies 27 - 1,467
Amounts due to associates 24 10,113 4,482
Amounts due to jointly controlled entities 24 69,343 91,694
Taxation payable 4,503 3.661
Bank borrowings - due within one year 28 144,423 468,267
1,498,998 2,318,839
NET CURRENT ASSETS 523,624 467,510
TOTAL ASSETS LESS CURRENT LIABILITIES 3,369,993 3,874,160
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CONSOLIDATED BALANCE SHEET (Continued)
no AT 30151' MARCH, 2003
2003 2002
Notes HK$’'000 HKS$000
MINCRITY INTERESTS 15,560 15,664
NON-CURRENT LIABILITIES
Bank borrowings - due affer one year 28 637,175 827,582
Provision for long service payments 29 1,727 -
Deferred taxation 30 3,930 35,884
642,832 863,466
NET ASSETS 2,711,601 2,995,030
CAPITAL AND RESERVES o
Share capital 31 106,302 103,675
Reserves 2,605,299 2,891,355
SHAREHOLDERS’ FUNDS 2,711,601 2,995,030

The financial statements on pages 22 to 67 were gpproved and authcerised for issue by the Board of Directors on

21st July, 2003 and are signed on ifs behalf by:

Chan Fut Yan Chau Mei Wah, Rosanna

Managing Director Director
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AT 3187 MARCH, 2233

2003 2002
Notes HK$’000 HKS$"000
NON-CURRENT ASSET
Interests in subsidiaries 16 3,236,330 3,503,602
CURRENT ASSETS
Debtors, deposits and prepayments 249 522
Bank balances 107 179
356 701
CURRENT LIABILITIES
Creditors and accrued expenses 691 792
Bank borrowings 28 12,352 17,738
| 13,043 18,530
i
i
NET CURRENT LIABILITIES i (12,687) (17.829)
NET ASSETS 3,223,643 3,485,773
CAPITAL AND RESERVES - o .
Share capital 31 106,302 103,675
Reserves 34 3,117,341 3.382,098
SHAREHOLDERS" FUNDS 3,223,643 3,485,773
Chan Fut Yan Chau Mei Wah, Rosanna

Managing Direcfor Director
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FOR THE YEAR ENDED 31ST MARCH, 2003

( Share Share Special Capital Transiation Accumulated

capital premium reserve reserve reserve losses Total

HKS 000 HKS'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HK$'000

At st April, 2001 99,249 219,807 124,933 3,126,941 (191,736) (544,292) 2,834,902
Exchange differences arising

from fransiation of overseas

operations not recognised in

consolidated income statement - - - - 79,793 - 79,793
Issue of shares under scrip

dividend scheme 4,426 (4,426) - - - - -
Credit arising on scrip dividends - - - - - 8,708 8,708
Share issue expenses - (535) - - - - (535)
Realised on dilution of interest

in an associcte - - -~ - 21,630 - 21,630
Profit for the year - - - - - 70,703 70,703
Dividends paid - - - - - (20171) (20170
At 31st March, 2002 103.675 214,846 124,933 3,126,947 90.313) (485,052) 2995030
Exchange differences arising

from franslation of overseas

opetations not recognised in

consolidated income sfatement - - - - 76,971 - 76,97
Issue of shares under scrip

dividend scheme I 2,627 (2.627) - - - - -
Credit arising on scrip dividends ﬁ - - - - - 5724 5,724
Share issue expenses ~ (188) - - - - (188)
Realised on dilution of inferest

in an associate - - - - 3,638 - 3,638
Transfer - - - (646,947 - 646,941 -
Loss for the year - - - - - (348,716) (348,716)
Dividends paid - - - - - (20,858) (20,858)

124,933 2,480,000

(201.961)

At 3ist March, 2003

106,302

212,031

(9.704)

2,711,661

The accumulated losses of the Group include accumulated profits of approximately HK$83,778,000 (2002: HK$42,331,000) and HKS3,747.,000
(2002: HKS$2,827,000) retcined by the associates and jointly controlled entities of the Group, respectively.

The special reserve of the Group represents the difference between the nominal amount of the share capital and share premium of the
subsidiaries af the date on which they were acquired by the Group and the nominal amount of the share capital issued as consideration for

the acquisition,

At 31st March, 2003, the capital reserve of the Group represents the credit arising from the cancellation of share premium upon the capital
reorganisation. During the year, an amount of approximately HKS646,941,000 being the credit arising from the reduction of paid up share
capital upon capital reorganisation was fransferred from the capital reserve to accumulated profits for future distribution.
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2003 2002
HK$'000 HK$'000
OPERATING ACTIVITIES
(Loss) profit from operations (259,646) 18,188
Adjustments for:
Write back of allowance for loans receivable (1,000 (23,829
Amortisation of goodwill 2,306 2,305
Depreciation and amortisation of property, plant and equipment 78,095 78.932
Impairment loss on property, plant and equipment 110,327 -
Loss on disposal of property, plant and equipment 4,475 8,768
Loss on disposal of discontinuing operations 1,701 -
Provision for long service payments 1,727 -
Operating cash flows before movements in working capital (62,015) 84,364
Increase in properties under development held for resale - (39.635)
Decrease in properties held for resale 7,692 130.904
Decrease (increase) in amounts due from (to) customers for
contract works, net of atfributable interest expenses and
depreciation and amortisation 59,158 (186,070)
Decrease in debtors, deposits and prepayments 313,123 65,539
Increcase in amounts due from related companies (8,141) (8,792)
Decrease in amounts due from associates 11,016 2,277
Decrease in creditors and accrued expenses (348,240) (119,879
Decrease in amounts due to related companies (1,467) (115
Increase (decrease) in amounts due to associates 5,631 (1,682)
Increase in amounts due to jointly controlied entities - 79,194
Cash (used in) generated from operations (23,943) 6.105
Dividends received from associates 35,682 31,695
Dividends received from a jointly controlied entity 5,000 6,000
Hong Kong Profits Tax paid (23,791) (18,082)
QOverseas tax poid (5,330) (3.339)
Hong Kong Profits Tax refunded 1,340 Q6
NET CASH (USED IN) FROM OPERATING ACTIVITIES (11,042) 22,475
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FOR THE YEAR ENDED 3187 MARCH, 2003

2003 2002
Notes HK$°000 HKS$ 000

INVESTING ACTIVITIES
Loans advanced to related companies (394,337) (25,054)
Acquisition of subsidiaries, net of cash and

cash equivalents acquired 35 (103,000) -
Additions to property, plant and equipment (28,611) (32,248)
Additions to other investments (28,431) (22,694)
Additions to loans receivable (21,857) (118.840)
Additions to investment securities (6,033) (1,000)
Amounts advanced fo associates (3,000) (26,338)
Proceeds from disposal of subsidiaries,

net of cash and cash equivalents disposed of 36 249,405 -
Redemption of unlisted debt securities upon maturity 100,000 -
Interest received 16,795 42,468
Repayment of loans recelvable 15,000 40,316
Proceeds from disposal of property, plant and equipment 12,908 5,106
Proceeds from disposal of investment securities 9,429 -
Proceeds from disposal of other investments 4,094 8,627
Proceeds from disposal of investment properties 3,900 -
Proceeds from disposal of other long term investments 808 -
Additions to investment properties - (36,900)
Additions to short term investments - (22,000)
Amount advanced fto a jointly confrolled entity - (5,000
Additions fo other long term investments - (63)
Amount repaid by a related company - 144,285
NET CASH USED IN INVESTING ACTIVITIES (172,930) (49,335)
FINANCING ACTIVITIES
Repayment of bank loans (351,918) (64,179
Intferest paid (30,092) (67,927)
Amount repaid to a jointly controlled entity (22,351) (8%20)
Dividend paid (15,134) (11,463)
Dividend paid to minority shareholders of subsidiaries (1,350) (3.150)
Share issue expenses (188) (535)
New bank loans raised 296,321 888,882
Loan advanced from (repaid to) minority shareholders 1,744 (2,953)
Repayment of convertible note - (450,000)
Repayment of other loan - (321,760)
Repayment of obligations under finance leases - (6.,450)
NET CASH USED IN FINANCING ACTIVITIES (122,968) (40.425)
NET DECREASE IN CASH AND CASH EQUIVALENTS (306,940) (67,285)
CASH AND CASH EQUIVALENTS BROUGHT FORWARD 520,931 588,216
CASH AND CASH EQUIVALENTS CARRIED FORWARD 213,991 520,931
ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS | B
Short term bank deposits 210,963 559,437
Bank balances and cash 25,133 42,253
Bank overdrafts (22,105) (80,759)

213,991 520,931
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FOR THT YIAR INDEB 5157 MARCH, 2083
1. GENERAL

The Company is an exempted company incorporated in Bermuda with limited liability. Its shares and
warrants are listed on The Stock Exchange of Hong Kong Limited (the "Hong Kong Stock Exchange™).

2 o o o

In October 2002, ITC Corporation Limited ("ITC"), a former substantial shareholder of the Company. through
a wholly-owned subsidiary, made a voluntary cash offer to acquire all the issued shares in, and warrants of,
the Company other than those already held by ITC and its subsidiaries. The voluntary cash offer was closed
in December 2002 and ITC’s beneficial interest in the Company increased to more than 50%. Details of the

transaction are disclosed in a circular dated 6th December, 2002. Accordingly, ITC, an exempted company
incorporated in Bermuda with its shares listed on the Hong Kong Stock Exchange, has become the ultimate
holding company of the Company.

The Company is an investment holding company and the activities of its principal subsidiaries, associates
and jointly confrolled entities are set out in note 45.

2. ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, the following new and revised Statements of
Standard Accounting Practice ("SSAPs”) issued by the Hong Kong Society of Accountants:

SSAP 1 (Revisec)) Presentation of financial statements
SSAP 11 (Revised) Foreign currency translation

SSAP 15 (Revised) Cash flow statements

SSAP 33 Discontinuing cperations

SSAP 34 Employee benefits

The adoption of these SSAPs has resulted in change in the format of presentation of the cash flow
statement and the infroduction cof the statement of changes in equity, and in the adeption of the new and
revised accounting policies, but has had no material effect on the results for the current or prior accounting
periods. Accordingly, no prior period adjustment has been required.

Presentation of financial statements

In accordance with SSAP 1 (Revised), the consolidated statement of recognised gains and losses is
replaced by the consolidated statement of changes in equity.

Foreign currency translation

The revisions to SSAP 11 have eliminated the cheice of franslating the income statements of overseas
operafions ot the closing rate for the period, the policy previously followed by the Group, They are now
reguired fo be translated at an average rate, SSAP 11 (Revised) is required to be applied retrospectively.
The Group has adopted the transitional provision of this SSAP that where the calculation of a prior pericd
adjustment is impractical, these changes in policy are applied only to current and future financial
statements and the effect on the results for the current year is not significant.

Cash flow statements

Under SSAP 15 (Revised), cash flows are classified under three headings - operating. investing and
financing. rather than the previous five headings. Interest paid and received are classified as financing and
investing cash flows, respectively. Dividends paid and received are classified as financing and operating
cash flows, respectively. Comparative amounts have been reclassified in order to achieve a consistent
presentation.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED 31ST MARCH, 2003
ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE (Confinued)
Discontinuing operations

Under SSAP 33, financial information relating to the discontinuing operation are disclosed separately from
the point at which either a binding sale agreement is entered into or a detailed plan for the discontinuance
is announced. The adoption of SSAP 33 has resulted in the identification of the Group’s hotel and catering
activities as discontinuing operations in the current year, details of which are disclosed in note 5.

Employee benefits

SSAP 34 has introduced measurement rules and disclosure requirements for employee benefits, including
retirement benefit plans. Because the Group participates only in defined contribution retirement benefit
schemes, the adoption of SSAP 34 has not had any impact on the financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost ceonvention, as modified for the
revaluation of investment properties and investments in securities, and in accordance with accounting
principles generally accepted in Hong Kong. The principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries made up to 31st March each year.

The results of subsidiaries, associates and jointly controlled entities acquired or disposed of during the year
are included in the consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropricte.

Ali significant intercompany fransactions and balances within the Group are eliminated on consolidation.

Investment properties

Investment properties are completed properties which are held for their investment potential, any rental
income being negotiated at arm’s length. Investment properties are stated at their open market values at
the balance sheet date. No depreciation is provided on investment properties except where the unexpired
term of the relevant lease, including the renewable period, is twenty years or less.

Any surplus or deficit arising on the revaluation of investment properties is credited or charged to the
investment property revaluation reserve unless the balance of this reserve is insufficient to cover a deficit. in
which case the excess of the deficit over the balance of the investment property revaluation reserve is
charged to the income statement. Where a deficit has previously been charged to the income statement
and a revaluation surplus subsequently arises, this surplus is credited to the income statement fo the extent
of the deficit previously charged. On disposal of an investment property, the balance of the investment
property revaluation reserve attributable to that property is fransferred to the income statement.

Property, plant and equipmenf

Property, plant and equipment, other than hotel properties, are stated at cost less depreciation,
amortisation and any identified impairment loss.

Hotel properties are stated at cost and no depreciation is provided on hotel properties held on leases of
more than twenty years. It is the Group’s practice to maintain the properties in a continual state of sound
repairs and maintenance and, accordingly, the directors consider that depreciation is not necessary due to
their high residual value. The related maintenance expenditure is dealt with in the income statement in the
year of expenditure.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

The cost of leasehold land is amortised over the remaining period of the relevant leases using the straight
line method.

The cost of buildings is depreciated over the remaining period of the relevant leases or fifty years,
whichever is shorter, using the straight line method.

Depreciation is provided to write off the cost of other assets over their estimated useful lives, using the
straight line method, at rates ranging from 10% to 33'/,% per annum.

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the
scle proceeds and the carrying amount of the asset and is recognised in the income statement.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets and liabilities of a subsidiary or associate at the date of acquisition.

Goodwill is capitalised and amortised on a straight line basis over its useful economic life. Goodwill arising
on the acquisition of an associate is included within the carrying amount of the associate. Goodwill arising
on the acquisition of a subsidiary is presented separately in the balance sheet.

On disposal of a subsidiary or associate, the aftributable amount of unamortised goodwill is included in the
determination of the profit or loss on disposal.

Properties held for resale

Completed properties held for resale are classified under current assets and are stated at the lower of cost
and net realisable value. Cost comprises the acquisition cost, borrowing costs capitalised and other direct
costs attributable to such properties. Net realisable value is determined by reference fo management
estimates of the selling price based on prevailing market conditions, less all estimated costs to be incurred
in marketing and selling.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost, less any identified
impairment loss.

Interests in associates

The consolidated income statement includes the Group's share of the post-acquisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are stated at the Group’s
share of the net assets of the associates plus the premium on acguisition in so far as it has not already been
written off or amortised, less any identified impairment loss.

Interests in joinily controlled entities

Joint venture arrangements which involve the establishment of a separate entity in which each venturer has
an interest are referred to as jointly controlled entities.

The Group's inferests in jointly controlled entities are included in the consolidated balance sheet at the
Group’s share of the net assets of the relevant jointly confrolled entities, less any idenfified impairment loss,
The Group’s share of the post-acquisition results of jointly controlled entities is included in the consolidated
income statement.
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3.

FOR THE YEAR ENDED 31ST MARCH, 2003
SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment
At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered an impairment loss. If the recoverable amount of an

asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. Impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, so far as the increased carrying amount does not exceed the
carrying amount that would have been determined had nc impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as income immediately.

Investments in securities

Investments in securities are recognised on ¢ tfrade-date basis and are initially measured at cost.

Investments other than held-to-maturity debt securities are classified as investment securities or other
investments.

Investment securities, which are securities held for an identified long term strategic purpose, are measured
at subseguent reporting dates at cost, as reduced by any impairment loss.

Other investments are measured at fair value, with unrealised gains and losses included in net profit or loss
for the year.

Other long term investments

Other long term investments are stated at cost, tess any identified impairment loss.

Construction contracts

When the outcome of a construction contract can be estimated reliably, contract costs are recognised as
expenses by reference to the stage of completion of the contract activity at the balance sheet date on
the same basis as contract revenue. When the cutcome of a construction contract cannot be estimated
reliably, contract costs are recognised as expenses in the period in which they are incurred. Provision is
made for foreseeable losses as soon as they are anticipated by management.

Where contract costs incurred to date plus recognised profit less recognised loss exceed progress billings,
the excess is shown as amount due from a customer for contract work. Where progress billings exceed
contract costs incurred to date plus recognised profit less recognised loss, the excess is shown as amount
due to a customer for contract work.

Operating lease

Rentals payable under operating leases are charged to the income statement on a straight line basis over
the terms of the relevant leases.

Turnover

Turnover represents the total value of contract work cerfified and the gross proceeds received and
receivable from project management services in connection with contract work rendered by the Group,
revenue generated from hotel operations, property rental and related income, and gross proceeds
received and receivable from sale of property during the year.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognifion

ULy, |
[
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Revenue from a fixed price construction contract is recognised on the percentage of completion method,
measured by reference to the value of work certified during the year,

Revenue from hotfel operations is recognised when services are rendered.

Dividend income from investments is recognised when the Group’s right to receive payment has been
established.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the interest
rate applicable.

Rental income under operating leases is recognised on a straight line basis over the terms of the relevant
leases.

Capitalisation of borrowing cosis

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets i.e.
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period in which they are incurred.

Refirement benefit costs

Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Taxation

The charge for taxation is based on the results for the year after adjusting for items which are non-
assessable or disallowed. Timing differences arise from the recognition for tax purposes of certain items of
income and expense in a different accounting period from that in which they are recognised in the
financial statements. The tax effect of timing differences, computed under the liability method, is
recognised as deferred taxafion in the financial statements t¢ the extent that it is probable that a liability or
an asset will crystallise in the foreseeable future.

Foreign currencies

Transacticons in currencies other than Hong Keng dollars are transiated at the rates ruling on the dates of the
transactions. Monetary assets and liabilities denominated in currencies other than Hong Kong dollars are re-
translated at the rates ruling on the balance sheet date. Gains and losses arising on exchange are dealf
with in the income statement.

On consolidation, the assets and liabilities of the Group’s operations oufside Hong Kong are translated at
exchange rates prevailing on the balance sheet date. Income and expense items are transiated at the
average exchange rates for the period. Exchange differences arising. if any, are classified as equity and
transferred to the Group’s fransiation reserve. Such translation differences are recognised as income or
expenses in the period in which the operation is disposed of.
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FOR THE YEAR ENDED 315T MARCH, 2003
BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group’s operations are currently crganised into seven operating divisions
namely building construction, civil engineering, specialist works, construction materials, engineering and
infrastructure services, property leasing and sale of property. These divisions are the basis on which the
Group reports its primary segment information. During the year, the Group discontinued its hotel and
catering operations at the time of disposal of certain subsidiaries as defailed in note 5.

in the opinion of the directors, the inclusion of the proportionate share of turnover of the associates and
jointly controlled entities Is meaningful in providing a clearer indication of the Group’s activity.

Business segment information for the year ended 31st March, 2003 is presented below:

Discontinuing
Conlinuing operations operations
Engineering
and
Building Civil  Specialist Conshuction infrastructure Propeity Saleof  Hoteland
construction  engineering works materials services leasing property catering  Eliminations Consolidated
HKS'000 HKS000 HK$'000 HK$000 HKS'000 HK$'000 HKS'000 HK$ 000 HKS000 HKS"000
TURNOVER
External sales 2232876 555,794 720,304 14,488 - 56,733 8,340 28,647 - 3,636,182
Inter-segment sales 47,016 27 103,722 15472 - 19,846 - - (216,183) -
2279892 555921 824,026 59,960 - 75579 8,340 48,647 (216,183 363,182
Share of associates and
jointly conirolled entfiies 50,816 109,900 - 3,501 3.801,765 - - - - 3.965.982
Totol 2,330,708 665,821 824,026 63,461 3801,765 75,519 8,340 48,647 (16,183 7,602,164
RESULT T T ) T ’ ’
Segmeni result (40,625) (56.092) (85,264 (21,324 - 25,74 209 (1972 (149.319)
mpaiment oss on property, o N o o
plant and equipment (110,327
Finance costs (25.794)
Net investment expenses (32,036
Deficit arising on revatuation
of investment properties - - - - - (99.392) - - (99,392)
Allowance for amounts due
from associates (13,964
Loss on dilution of Inferest
in an associate (4,665)
Share of resulfs of ossociotes 2404 an - 306 121,836 - - - 124,529
Share of results of jaintly
controfled entfities - 5920 - - - - - - 5920
Impairment loss on inferest
in on associate (11,670}
Loss before faxation (316.718)
Taxation (32 498)
Loss before minority interests (349.214)
Minority inferests 498

Loss for the year (348,716)

Inter-segment sales are charged at market price or, where no market price was available, at terms
determined and agreed by both parties.
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03 THI YIAR INDID 31ST MARCYH, 2805
4.  BUSINESS AND GEOCGRAPHICAL SEGMENTS (Continued)

Discontinuing
Continuing operafions operctions
Engineering
and
Building Civil  Speciclist Construction infrastructure Property Saleof  Holel and
construction  engineering works malerials services leasing property catering Others Consolidated
HKS'000 HKS'000 HKS 000 HKS'000 HKS'000 HKS 000 HKS'000 HKS'000 HKS'000 HKS000
BALANCE SHEET
ASSETS
Segment assets 1,069,212 368,008 193,942 96,168 - 619,005 - - - 2346335
Interests in associcies 43,231 293 - 3,003 906,634 - - - - 953,251
Inferests in jointly controfied
entities - 8,743 - - - - - - - 8743
Unallocated corporate assets 1,560,662
Total assets 4,868,901
LIABILITES T
Segment fiabilities 871,883 298,347 95,744 47,353 - 2,770 - - - 1,336,097
Unallocoted corporate liabilifies 805,733
Total liablities 2,141,830
QTHER INFORMATION
Capital additions 1866 1855 3,388 15,895 - 4734 - 383 490 2611
Amortisation of goodwil 2306 - - - - - - - - 2,308

Depreciation and amartisation
of property, plant and

equipment 16,708 6473 2,179 7419 - 10,819 - 9,366 5977 79,001
Impairment loss on unlisted

other investments - - - - - - - - 7463 7483
Impairment loss on listed

investment securifies - - - - - - - - 11,376 11,376
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FOR THE YEAR ENDED 31ST MARCH, 2003

Business segment information for the year ended 31st March, 2002 is presented below:

Discontinuing
Continuing operations operations
Engineeting
and
Building Civil Specialist  Construction infrastructure Property Saleof  Hotel and
construction  engineering works materials services leasing property cotering  Eliminations Consolidated
HKS 000 HKS000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TURNOVER
External sales 3,116,878 1329728 586.850 25,389 - 49,030 167372 68,863 - 5343810
Inter-segment sales 49,240 1564 67173 45,765 - 23479 - - (187,421 -
3,166,118 1331292 654,023 71,154 - 72,709 167,372 68,563 (187.421) 5343810
Share of associates and
jointly controfied entlfies 55862 341,731 - 3,862 3064498 - - - - 3465959
Total 3221,980 1,673,029 654,023 75016 3,064,498 72,709 167372 48,503 (187.421) 83809769
RSO o B ' T
Segment result 7,75 19.210 (25079 (20,399 - 21,994 28,308 (13,600 18,188
Finence costs T (38.301)
Net investment income 70,714
Deficit arising on revaluation
of nvestment propetties - - - - - (31,130 - - (31,130)
Loss on dilution of interest
in an associate (6.688)
Share of resulfs of associates 3,368 694 - 1,509 110,000 - - - 185N
Share of resulfs of jointly
controlled enfities - 8,559 - - - - - - 8,559
Impairment loss on interest
In an assoclate (11,670)
Profit before taxafion 125243
Taxation (47935)
Profit before minority interests 77,308
Minority inferests (6.605)
Profit for the year 70,703

Inter-segment sales are charged at market price or,

determined and agreed by both parties.

where no market price was available, af terms
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4. BUSINESS AND GEOCGRAPHICAL SEGMENTS (Continued)

Discontinuing
Continuing operations opertions
Engineering
and
Buitding Civil Specialist  Construction infrastructure Froperty Sgleof  Hofeland
construction  engineering works materials services leasing propery catering Others Consclidated

HKSG00 HKS'000 HKS 000 HKS 000 HK$'000 HKS'000 HKs$ 000 HKS'000 HKS°000 HKS 000

BALANCE SHEET
ASSETS
Segment assets 1,494,521 707,593 354,230 78,857 - 717,670 9,874 675,450 - 403819
Interests in gssociates 58,043 1526 - 3519 773794 - - - 11,670 848,552
Inferests in jointly confrolled

entities - 7823 - - - - - - - 7823
Uncllocated corporate asse™s 1298429
Total assels 6,192,999
LUABILITIES » T o
Segment liabilities 960,621 526,893 182,572 26993 - 13,024 9,231 4552 - 1.830,664
Unallocated corporaie liabilities 1,351,419

Totaf iabilfes ' 3182.405

OTHER INFORMATION
Capital additions 1,941 1,289 1,930 8,745 - 38118 - 14,183 2962 89,148
Amortisation of goodwill 2,305 - - - - - - - - 2305
Depreciation and amortisation

of property, plant and

equipment 18,314 7,195 22,383 5812 - 8,633 - 14,602 6,092 83,081
Wiite back of impairment

losses of property feresfs - - - - - 8.62¢ - 45,000 - 53,629
impairment [oss on unlisted '

investment securities - - - - - - - - 1,000 1,000
Impairment foss on fisted

investment securities - - - - - - - - 1462 1462

Geographical segments

The Group’s operations are located in the People’s Republic of China other than Hong Kong (the “PRC")
and Hong Kong.

The following table provides an analysis of the Group’s turnover by geographical market, irrespective of the
origin of the goods/services:

Turnover
2003 2002
HK$’000 HK$'000
Hong Kong 3,609,919 5,262,554
PRC 26,263 81,256
3,636,182 5,343,810

During the year, revenue from the Group's discontinuing operations was derived principally from Hong Kong
of HK$48,647,000 (2002: HK$64,918,000).
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FOR THE YEAR ENDED 3157 MARCH, 2003
BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)
The following is an analysis of the carrying amount of segment assets and capital additions, analysed by the

geographical area in which the assets are located:

Carrying amount

of segment assets Capital additions
2003 2002 2003 2002
HK$°000 HK$ 000 HKX$'000 HKS'000
Hong Kong 3,822,000 5,225,775 13,416 24,907
PRC 114,510 134,551 15,195 44241
Pacific region and South East Asia 932,481 832,673 - -
4,868,991 6,192,999 28,611 69,148

DISCONTINUING OPERATIONS

In July 2002, the Group entered intfo a condifional sale and purchase agreement to dispose of the entire
issued share capital of, and shareholder’s loan to, Rosedale Hotel Group Limited (together with its
subsidiaries, "Rosedale Hotel Group BVI”), which is engaged in the business of hotel and catering, for a cash
consideration of HK$250,000,000. The transaction was completed on 2nd December, 2002.

The results of the hotel and catering operations for the period from 1st April, 2002 to 30th November, 2002,
which have been included in the consolidated financial statements, were as follows:

1.4.2002 1.4.2001

to to

30.11.2002 31.3.2002

HKS$000 HKS$ 000

Turnover 48,647 64,918
Operating costs (50.619) (74,820)
Write back of impairment loss on hotel property - 45,000
Finance costs (10,1581 (17.644)
(Loss) profit before taxation (12,123) 17.454
Taxation - -
(Loss) profit for the period/year (12,123 17,454

During the year, Rosedale Hotel Group BVI contributed approximately HK$3,796.000 (2002: used
approximately HKS1,544,000) to the Group's net operating cash flows, paid approximately HKS355,000 (2002:
HKS$75,260,000) and approximately HK$7,652,000 (2002: generated approximately HK$382,356,000) in respect
of investing and financing activities, respectively.

The carrying amounts of the assets and liabilities of Rosedale Hotel Group BVI af the date of disposal, and
at 31st March, 2002, are disclosed in note 36,

A loss of approximately HK$1,701,000 arose on the disposal of Rosedale Hotel Group BVI, being the

proceeds of disposal less the carrying amount of the subsidiaries’ net assets. No tfax charge or credit arose
from the fransaction.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR INDED 31ST MARCH, 2003
(LOSS) PROFIT FROM OPERATIONS
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2003 2002
HK$°000 HKS$’000
(Loss) profit from operations has been arrived at after charging:
Amortisation of goodwill (included in administrative expenses) 2,306 2,305
Auditors” remuneration 2,065 2,138
Depreciation and amortisation of property, plant and
equipment (notfe (a) below) 78,095 78.932
Loss on disposal of property, plant and egquipment 4,475 8.768
Minimum lease payments under operating leases in respect of:
Premises 3,206 5,788
Plant and machinery 692 9.206
Staff costs (note (b) below) 134,503 137.284
and after crediting:
Rental income under operating leases in respect of:
Premises, net of outgoings of HK$19,691,000 (2002; HK$13,437,000) 27,625 23,925
Plant and machinery 2,596 1,454
Notes:
2003 2002
HK$’000 HK$°000
(a) Depreciation and amortisation of property, plant
and equipment:
Owned assets 79,001 76,321
Assets held under finance leases - 6,710
79,001 83,031
Less: Amount capitalised in respect of contracts in progress (906) 4,099
78,095 78,932
(b) Staff costs:
Directors” emoluments (note 9):
Fees 73 90
Retirement benefit scheme contributions 1,217 882
Other emoluments 14,732 19,705
16,022 20,677
Other staff costs:
Salaries and other benefits 417,730 473,714
Retirement benefit scheme contributions, net of
forfeited contributions of approximately
HK$10,197.000 (2002: HK$6,203,000) 5,590 9,947
439,342 504,338
Less: Amount capitalised in respect of contracts in progress (304,839) (367.054)
134,503 137,284
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FOR THE YEAR ENDED 3157 MARCH, 2003

FINANCE COSTS

2003 2002
HK$’000 HK$ 000
Borrowing costs on:
Bank borrowings wholly repayable within five years 17,215 26,703
Bank borrowings not wholly repayable within five years 10,892 15,793
Convertible notes - 1,275
Obligations under finance leases - 265
Cthers 515 3,273
28,622 47.309
Less: Amount capitalised in respect of contracts in progress (2,828) (9.008)
25,794 38,301
INVESTMENT (EXPENSES) INCOME ~ NET
2003 2002
HK$°000 HK$'000
Gain (loss) on disposal of:
Unlisted short term investments - (22.000)
Listed investment securities 1,605 -
Listed other investments - 4,795
Impairment loss on:
Unlisted investment securities - (1.000)
Listed investment securifies (11,376) (1.,462)
Unlisted other investments (7,463) -
Interest income 9,550 38.312
Net unrealised holding loss on listed other investments (24,352) (1,760)
Write back of impairment losses on:
Hotel properties - 45.000
Properties under development held for resale - 8,829
(32,036) 70,714

ANNUAL REPORT 2003

\PAULY.

40




PAULY. |
. NOTES TO THE FINANCIAL STATEMENTS (Confinued)

9 9 o 5 A 0 5 N Y 0@ @ M N A 6 NK 6 0 BN O DO N AN NH GG B AN LN A A S A AN 0 86 a6 6 B8 6 0 05 0 0 8 5 B a6 N0 0 oo

IOR THI YIAR IND3E3 3787 MARCH, 2203
9. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS

Particulars of the emoluments of the directors and five highest paid individuals for the year are as follows:

(a) Directors’ emoluments

| 2003 2002
| HK$’000 HK$'000
Fees:
Executive directors 53 43
Non-executive directors ! 20 47
73 S0
Other emoluments:
Executive directors
Salaries and other benefits 13,865 18.705
Retirement benefit scheme contributions 1,217 882
Non-executive directors
Salaries and other benefits 867 1,000
| 15,949 20,587
x -
i

16,022 20,677

The amounts disclosed above include directors’ fee of HK$20,000 (2002: HKS$20,000) and other
emoluments of HK$867,000 (2002: HKS1,000,000) paid to independent non-executive directors.

The emoluments of the directors were within the following bands:
Number of directors

2003 2002
Nil to HK$1,000,000 6 7
HK$3,000.001 to HK$3,500,000 i 2 -
HK$3.500,001 to HK$4,000,000 1 1 -
HKS$4,000,001 to HK$4,500,000 1 1
HK$4,500,001 to HK$5,000,000 - 2
HK$6,000,001 to HK$6.500,000 - 1

(b) Employees’ emoluments
The five highest paid individuals in the Group for the year included five directors as at 31st March,
2003 (2002: foun), of whom one was appointed as director during the year, Particulars of the
emoluments of these five highest paid individuals are as follows:

2003 2002

HK$’000 HKS$'000

Fees 41 40
Salaries and other benefits 15,325 20,206
Discretionary bonus 2,080 927
Retirement benefit scheme contributions 1,246 997
18,692 22,170
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FOR THE YEAR ENDED 31ST MARCH, 2003
DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Continued)
(b) Employees’ emoluments (Continued)

Their emoluments were within the folliowing bands:
Number of employees

2003 2002

HK$2,500,001 to HK$3,000,000 - 1
HK$3,000,001 to HK$3,500,000 2 -
HK$3,500,001 to HK$4,000,000 1 -
HK$4,000,007 to HK$4,500.000 2 1
HK$4,500,001 to HK$5,000,000 - 2
]

HK$6,000,001 to HKS6,500.000 -

During the year, no emoluments were paid by the Group to the five highest paid individuals, including
directors, as an inducement to join or upon joining the Group or as compensation for loss of office. In
addition, none of the directors has waived any emoluments during the year.

TAXATION
2003 2002
HK$'000 HK$'000
The charge comprises:
Hong Kong Profits Tax:
Current year i 42 7,721
Under(over)provision in previous years 22,471 (638)
22513 7,083
Overseas taxation 5,453 4,390
Share of tax on results of associates 36,484 42,924
Share of fax on results of jointly controlled enfities - 12
64,450 54,409
Deferred taxation (31,954) (6,474)
| 32,496 47 935

Hong Kong Profits Tax is calculated at the rate of 16% (2002: 16%) of the estimated assessable profits derived
from Hong Kong for the year.

Overseas taxation is calculated ot the rates prevailing in the respective jurisdictions.

Details of deferred taxation are set out in note 30.

DIVIDENDS
2003 2002
HK$'000 HK$'000
interim dividend paid for 2003 - 1.0 cent
(2002: 1.0 cent) per share 10,491 10.246
Final dividend proposed for 2003 - 1.0 cent
(2002: 1.0 cenf) per share 10,630 10,367
21,121 20,613

Of the dividends paid during the year, approximately HK$2,301,000 and HK$3,423,000 (2002: HKS5,674,000
and HKS$3,034,000) were settled in shares under the Company’s scrip dividend schemes announced by the
directors of the Company on 18th July, 2002 and 18th December, 2002, respectively, and were credited to
the accumulated profits during the year.

The amount of the final dividend proposed for the year ended 31st March, 2003, which will be in scrip form
with a cash option, has been calculated by reference to the 1,063,016,037 issued shares as at the date of
this report.
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FOR THE YEAR ENDID 37ST MARCH, 2033
12.  (LOSS) EARNINGS PER SHARE

The calculaticn of the basic and diluted (loss) earnings per share for the vear is based on the following

data:
2003 2002
HK$'000 HK$'000

(Loss) earnings:
(Loss) earnings for the purposes of basic (loss) earnings per share (348,716) 70,703
Effect of dilutive potential ordinary shares:

Adjustment to the share of results of an associate based on

dilution of its earnings per share (2,944) (2,892)

(Loss) earnings for the purposes of diluted (loss) earnings

per share (351,660) 67,811
Number of shares: | N
Weighted average number of ordinary shares for the

purposes of basic and diluted (loss) earnings per share 1,042,310,331 1,002,323,116

For the year ended 31st March, 2003, the computaticn of diluted loss per share has not assumed the
conversion of the Company’s share options and warrants since their exercise prices are higher than the
average market price per share for the year,

For the year ended 31sf March, 2002, the computation of diluted earnings per share has not assumed the
conversion of the Company’s share options, warrants and secured convertible redeemable note since their
exercise prices were higher than the average market price per share for that year.

13. [INVESTMENT PROPERTIES

THE GROUP

2003 2002
HK$’'000 HKS$'000

VALUATION
Balance brought forward 675,900 585,130
Transfer from properties under development held for resale - 85,000
Other addition - 36,900
Disposals (3,900) -
Deficit arising on revaluation (99,392) (31,130
Balance carried forward 572,608 675,900

e e

The Group's investment properties are held for rental purposes under operating leases.

The investment properties situated in Hong Kong were revalued on 31st March, 2003, on an open market
value basis, by RHL Appraisal Ltd., an independent professional valuer. The valuation aftributable to these
investment properties amounted to HK$52%,000,000. The investment properties situated in the PRC were
revalued on 31st March, 2003 by the directors at HKS43,608.000 with reference to the vaiue as quoted in @
sale and purchase agreement entered info by the Group in April 2003. The aggregate deficit arising on
revaluation amounting to HK$99,392,000 (2002: HK$31,130,000) has been charged te the income statement.
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FOR THE YEAR ENDED 3187 MARCH, 2003
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13. INVESTMENT PROPERTIES (Continued)

The carrying amount of investment properties held by the Group atf the balance sheet date comprises the

following:
2003 2002
HK$°000 HKS 000
Long term leasehold properties in:
Hong Kong 74,000 85,000
PRC - 3.900
Medium term leasehold properties in:
Hong Kong 455,000 525,000
PRC 43,608 62,000
572,608 675,900
14, PROPERTY, PLANT AND EQUIPMENT
Motor Furniture
Hotel Land and Plant and vehicles and
properties buildings  machinety and yachts fixtures Total
HK$'000 HK$'000 HKS$'000 HKS'000 HK$'000 HK$ 000
THE GROUP
COST
At 1st April, 2002 605,000 277 A4 465,936 61,854 188,412 1,598,643
On acquisition of subsidiaries - 103,000 - - - 103,000
Other additions - 700 7.583 453 19.875 28,611
Disposals - - (33.207) (4.442) (1.210) (38.,859)
On disposat of subsidiaries (605,000) - - (302) (67.318) (672,618)
Impairment foss - (110,327) - - - (10.327)
At 31st March, 2003 - 270,814 440,312 57.563 139,761 908,450
DEPRECIATION AND AMORTISATION
At st April, 2002 - 29,070 285,341 34,069 69,548 418,028
Provided for the year - 7.133 42,365 5,789 23.714 79.001
Eliminated on disposals - - (17,576) (2.842) (1.058) (21.476)
On disposal of subsidiaries - - - (100) (25.159) (26.259)
At 31st March, 2003 - 36,203 310,130 36,916 67,045 450,294
NET BOOK VALUES
At 31st March, 2003 - 234,61 130,182 20,647 72,716 458,156
At 37st March, 2002 605,000 248371 180,595 27,785 118864 1,180,615

The net book value of hotel properties and land and buildings held by the Group at the baiance sheet date
comprises the following:

2003 2002
HK$'000 HK$ 000
Long term leasehold properties in:

Hong Kong - 605,000
PRC 1,646 1,680

Medium term leasehold properties in:
Hong Kong 232,361 246,068
PRC 604 623
234,611 853,371
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IO THE YIAR INDED 38T MARCH, 2093
14. PROPERTY, PLANT AND EQUIPMENT (Continued)

At 31st March, 2003, the directors reviewed the carrying value of the Group’s properties and identified that
the recoverable amount of the properties, estimated by reference to the cash flows from the properties
discounted at the prevailing interest rates, is below their carrying values. Accordingly, an impairment loss of
approximately HK$110,327,000 was recognised in the consolidated income statement for the year.

15. GOODWILL

THE GROUP
HK$’000

COsST
At 1st April, 2002 and 31st March, 2003 385,631
AMORTISATION AND IMPAIRMENT
At Tst April, 2002 367,089
Provided for the year 2,306
At 3ist March, 2003 369,395
NET BOOK VALUE
At 31st March, 2003 16.136
Af 3Tst March, 2002 o -

18,442

The amortisation period adopted for goodwill is 20 years.

16. INTERESTS IN SUBSIDIARIES
THE COMPANY

2003 2002

HK$’000 HKS$'000

Unlisted shares 212,921 212,921
Loans to subsidiaries 160,900 160,900
Amounts due from subsidiaries 3,566,811 3,687,249
3,940,632 3,961,070

Less: Impairment loss recognised (704,302) (457,468)
3,236,330 3.503.602

The untisted shares are stated at their carrying values which are based on the book values of the underlying
net assets of the subsidiaries attributable to the Group as at the date on which the Company became the
holding company of the Group under a group reorganisation in 1993.

In the opinion cf the directors, the loans to subsidiaries and amounts due from subsidiaries will not be
repayable within twelve months from the balance sheet date and are therefore shown as non-current.

None of the subsidiaries had any debft securities cutstanding at the end of the year or at any time during
the year.

Particulars of the Company’s princigal subsidiaries at 31st March, 2003 are set out in note 45,
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FOR THE YEAR ENDED 31ST MARCH, 2083
INTERESTS IN SUBSIDIARIES (Continued)

At 31st March, 2003, the directors reviewed the carrying value of the Company’s inferests in subsidiaries and
identified that certain loss making subsidiaries are not expected to generate income from their future
operations. Accordingly, impairment losses of approximately HK$246,834,000 (2002: HK$457,468,000), which
represent the excess of carrying value of the interests in subsidiaries over their recoverable amounts
estimated by reference to the net selling prices of the underlying assets and liabilities of the subsidiaries,
were recognised in the income statement for the year.

INTERESTS IN ASSOCIATES

THE GROUP
2003 2002
HK$°000 HKS$'000
Share of net assets:
Listed investments overseas (note (o) below) 649,099 - 495,691
Unlisted investments (2,986) 10,723
Premium on acquisition of associates (note (b) below) 257,535 278,103
903,648 784,517
Amount due from an associate (note (¢) below) 49,603 64,035
953,251 848,552
Market value of listed investments I §3~ ,72797bﬁ< 1,300,600 o
Notes:
@) Downer EDI Limited ("Downer”), which was formerly a subsidiary of the Company, became the Group’s principal

associate since February 2001. Downer is a company listed in Australia and New Zealand and its financial year end
date is 30th June. Commencing on 1st April, 2001, only published financial information of Downer will be available
and used by the Group in applying the equity method. Accordingly, the Group’s share of interest in Downer at 31st
March, 2003 is calculated based on the net assets of Downer at 31st December, 2002 and the results from 1st
January, 2002 1o 31st December, 2002 whilst the Group's share of interest in Downer at 31st March, 2002 was
calculated based on the net assets of Downer at 31st December, 2001 and the results from 1st April, 2001 to 31st
December, 2001.

The following details have been extracted from the published financial information of Downer, the Group’s
significant associate:

1.1.2002 1.4,2001

to to

31.12.2002 31.12.2001

HK$°000 HKS$'000

Results for the year/period:

Revenue from ordinary activities 10,322,467 5,145,743

Profit from ordinary activities before taxation 348,302 129,025

Profit from ordinary activities after taxation 249,036 84,285
Financial position: o R o ) T

Non-current assets 4,141,241 3,789,308

Current assefs 4,249,336 3,300,160

Current liabilities (2,392,544) (1.,860.,501)

Non-current liabilities (2,506,737) (2,393,676

Preference share capital (285,987)

(2561.,613)
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FOR THE YEAR ENDED 5157 MARCH, 2003
17.  INTERESTS IN ASSOCIATES (Continued)

Notes: (Continued)

a 0 o o

(b) Movement of premium on acquisition of associates is analysed as follows:
THE GROUP
HK$’000
COSsT :
At Tst April, 2002 340,969
Additions 15,009
Eliminated on dilution of inferest (14,734
At 31st March, 2003 341,244
AMORTISATION
At Tst April, 2002 - 62,866
Provided for the year 23,709
Eliminated on dilution of interest (2,866)
At 31st March, 2003 83,709
NET BOOK VALUE
At 31st March, 2003 257,635
At 31st March, 2002 i o - 278,103
The amortisation period adopted for goodwill is 20 years.
«©) The amount due from an associate is unsecured and bears inferest at 1% (2002: 1%) over Hong Kong prime rate. in

the opinion of the directors, the amount will not be repayable within twelve months from the balance sheet date
and is therefore shown as non-current,

Particulars of the Group's principal associates at 31st March, 2003 are set out in note 45,

The Group's share of losses of an associate amounting to approximately HK$123,711,000 (2002:
HK$123,735,000) has not been accounted for by the Group as those losses arise on a contract are
recoverable in full under guarantees provided by an ex-shareholder of the associate. The Group proceeded
a court action against the ex-shareholder 1o recover the losses fogether with interest and other expenses
incurred. The directors, having taken legal advice, believe that the suit is valid and the losses can be fully
recovered from the ex-sharehoider.

18. INTERESTS IN JOINTLY CONTROLLED ENTITIES

THE GROUP
2003 2002
HK$°000 HK$ 000
Share of net assets 3,743 2,823
Amount due from a jointly controlled entity 5,000 5,000
8,743 7.823

The amount due from a jointly contfrolled entity is unsecured and interest free. In the opinion of the
directors, the amount will not be repayable within twelve months from the balance sheet date and is
therefore shown as non-current,

Particulars of the Group's jointly controlled entities at 31st March, 2003 are set out in note 45.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
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FOR THE YEAR EMDED 3157 MARCH, 2003
INVESTMENTS IN SECURITIES

Investment Other
securities investments Totai
2003 2002 2003 2002 2003 2002
HK$'000 HKS'000 HK$000 HKS'000 HK$'000 HKS'000
THE GROUP
Listed equity securities:
in Hong Kong 650,063 644,030 26,527 34,005 676,590 678,035
in overseas 3,623 22,823 - - 3,623 22,823
Unlisted debt securities - - - 100,000 - 100,000
653,686 666,853 26,527 134,005 680,213 800,858
Market value of listed securities 14,483 64,045 26,527 34005 41,010 98050
Carrying amount analysed - S o
for reporting purposes as:
Non-current 653,686 659,029 - - 653,686 659,029
Current - 7.824 26,527 134,005 26,527 141,829
653,686 666,853 26,527 134,005 680,213 800,858

The listed investment securities in Hong Kong represent a 14.55% inferest in China Strategic Holdings Limited
("China Strategic”), a company incorporated in Hong Kong with its shares and warrants listed on the Hong
Kong Stock Exchange. China Strategic is an investment holding company and ifs subsidiaries principally
engage in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese medicine,
western pharmaceuticals and heaith food and investment in infrastructure projects. The directors are of the
opinion that the recoverable amount of the investment securities, estimated by reference to the cash flows
from the investment projects discounted at the prevailing interest rates, are worth at least their carrying
value.

OTHER LONG TERM INVESTMENTS

THE GROUP
2003 2002
HK$°000 HK$°000
Unlisted investments, at cost:
in Hong Kong 15,093 15,901
in overseas 388 388
15,481 16,289

In the opinion of the directors, the above investments are worth at least their carrying value.
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FOR THI YZAR INDED 3357 MARCH, 2003

21. AMOUNTS DUE FROM RELATED COMPANIES

THE GROUP

2003 2002
HK$°000 HK$°000

Loans receivable:
Associates of |ITC 190,054 25,054
Rosedale Hotel Group Limited ("Rosedale”) 121,000 -
China Strategic 108,337 -
419,391 25,054

Other receivables:
Subsidiaries of ITC - 62
Associates of ITC 8,518 8,979
Rosedale and ifs subsidiaries 10,498 -
China Strategic and its subsidiaries 4,939 -
Other related companies 2,157 -
445,503 34,095

Rosedale, China Strategic and other related companies are companies under common directorship with
ITC.

The amounts are unsecured and repayable as follows:

THE GROUP
2003 2002
HK$°000 HK$000
Loans receivabie:

Hong Kong prime rate 114,000 -
1% over Hong Kong prime rate 7,000 -
2% over Hong Kong prime rate 273,337 -
3% over Hong Kong prime rate 25,054 25,054
419,391 25,054
Other receivatles 26,112 ?.041
445,503 34,095

Less: Amount due within one year shown
under current assets (277,195) (34,095)
Amount due after one year 168,308 -
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FOR THE YEAR ENDED 31ST MARCH, 2003
AMOUNTS DUE FROM (TC) CUSTOMERS FOR CONTRACT WORKS

THE GROUP
2003 2002
HK$'000 HKS$ 000
Contracts in progress at the balance sheet date:
Contract costs incurred to date 32,580,432 31,249,672
Recognised profits less recognised losses 865,832 941,835
1 33,446,264 32191507
Less: Progress billings (33,740,185) (32,430,004)
(293,921) (238,497)
Represented by:
Amounts due from customers for contract works 200,934 375,414
Amounts due to customers for contract works (494,855) 613911
(293,921) (238.497)

At 31st March, 2003, retentions held by customers for contract works amounting fo approximatety
HK$347.453,000 (2002: HK$544,866.,000) were included in debtors, deposits and prepayments.

At 31st March, 2002, advances received from customers for confract works amounting to approximately
HK§7.,346,000 were included in creditors and accrued expenses.

DEBTCRS, DEPOSITS AND PREPAYMENTS

The Group’s credit terms for its contracting business are negotiated with, and entered into under, normal
commercial terms with its frade customers. Trade debtors arise from property leasing business are payable
monthly in advance and the credit terms granted by the Group to other frade debtors normally range from
30 days to 90 days.

included in debtors, deposits and prepayments are trade debtors of approximately HK$475,084,000 (2002:
HK$640,904.000) and their aged analysis is as follows:

THE GROUP
2003 2002
HK$'000 HK$ 000
Within 90 days 404,414 590,357
More than 90 days and within 180 days 6,896 14,520
More than 180 days 63,774 36,027

475,084

640,904

AMOUNTS DUE FROM (TO) ASSOCIATES AND AMOUNTS DUE TO JOINTLY CONTROLLED
ENTITIES

The amounts are unsecured, interest free and have no fixed terms of repayment.
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FORTHAZ YIAR ENDED 31587V MARCH, 2833

25. UNSECURED LOANS RECEIVABLE

The amounts are unsecured, receivable within one year and bear interest af the following rates:

THE GROUP

2003 2002

HK$’000 HK$'000

Interest free 138,697 -
1% over Hong Kong prime rate 6,500 144,340
2% over Hong Kong prime rate 10,500 40,500
3% over Hong Kong prime rate - 5,000
155,697 189,840

26. CREDITORS AND ACCRUED EXPENSES

Included in creditors and accrued expenses are trade payables of approximately HK$317,178,000 (2002:
HK$514,356,000) and their aged analysis is as follows:

THE GROUP
2003 2002
HK$'000 HK$’000
Within 90 days 297,674 492,249
More than 90 days and within 180 days 4,277 7,581
More than 180 days : 15,227 14,626
317,178 514,356

27. AMOUNTS DUE TO RELATED COMPANIES

The amounts are unsecured, interest free and have no fixed terms of repayment. The amounts are due to
the following parties:

THE GROUP
2003 2002
HK$°000 HK$’ 000
A subsidiary of (TC - 247
An associate of ITC - 1,220
- 1,467
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FOR THE YEAR ENDED 315T MARCH, 2603
28. BANK BORROWINGS

THE GROUP THE COMPANY
2003 2002 2003 2002
HK$°000 HKS$'000 HK$’000 HK$'000
Bank borrowings comprise:
Mortgage loans 446,135 816,328 - -
Bank loans 290,000 391,725 10,000 10,000
Trust receipt loans 23,358 7.037 354 5,743
Bank overdrafts 22,105 80.759 1,998 1,995
781,598 1,295,849 12,352 17,738
erc—jlysed s B ' o -
Secured 726,135 1,168,053 - -
Unsecured 55,463 127.796 12,352 17,738
781,598 1,295,849 12,352 17,738
The bank bo-rr”b\—yinég are reE)oyobre T h T
as follows:
Within one year or on demand 144,423 468,267 12,352 17,738
More than one year, but not
exceeding two years 30,900 104,101 - -
More than two years, but not
exceeding five years 578,700 459,521 - -
More than five years 27,575 263,960 - -
781,598 1,295,849 12,352 17,738
Less: Amount due within one year
or on demand shown under
current liabilities (144,423) (468,267 (12,352) (17.738)
Amount due affer one year 637,175 827.582 - -
29. PROVISION FOR LONG SERVICE PAYMENTS
THE GROUP
2003 2002
HK$°000 HKS'000
Balance brought forward - -
Provided for the year 1,727 -

Balance carried forward 1,727 -

The provision represents long service payments made in respect of qualified employees of the Group
pursuant to the requirements under the Employment Ordinance.
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FORTHIVEAR INDID 3UST MARCH, 2328

30. DEFERRED TAXATION

5 ¢ o 3

THE GROUP
2003 2002
HK$'000 HKS$'000
Balance brought forward 35,884 42.358
Credit for the year ( (36,124) 6,474
Change in tax rate i 4,170 -

Balance carried forward 3,930 35.884

At the balance sheet date, the major components of the deferred taxation liability (asset) of the Group,
provided and unprovided. are as follows:

Provided Unprovided
% 2003 2002 2003 2002
i HK$’000 HKS$’000 HK$°000 HK$°000
Tax effect of timing differences
attributable to: j
Excess of tax allowances
over depreciation 14,294 28,425 (6,702) 11,299
Prepayments claimed for
Taxation purposes - 4,091 - 24
Different method in recognition of
contract income for accounting
and taxation purposes (3,169) 5,187 (3,508) 2,155
Unutilised tax losses (7,195) (1.819) (117,781 (43.834)
3,930 35,884 (127,991 (30,356)

The net deferred taxation asset has not been recognised in the financial statements as realisation of this
asset in the foreseeable future is uncertain,

The major components of deferred taxation charge (credit) of the Group not recognised in the financial
statements for the year are as follows:

| 2003 2002
HK$'000 HK$ 000
Tax effect of timing differences atffributable to:

Difference between tax allowances and depreciation »’ (19,060) 5.993
Prepayments claimed for taxation purposes 24) (226)

Different method in recognition of contract income ‘
for accounting and taxation purposes (5,865) 3.069
Tax losses arising (69,837) 970)
Change in fox rate (2,849) -

(97,635)

7.866

The Company did not have any significant unprovided deferred taxation for the year or at the balance
sheet date.
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FOR THE YEAR ENDED 3157 MARCH, 2803
SHARE CAPITAL

Number Value
of shares HKS$ 000
Ordinary shares of HK$0.10 each;
Authorised:

At st Aprif, 2001, 31st March, 2002 and 31st March, 2003 3,000.000.,000 300,000
Issued and fully paid: B S
At st April, 2001 992,488,392 99.249
Issue of new shares pursuant to scrip dividend scheme 44,256,532 4,426
At 31st March, 2002 1,036,744,924 103,675
Issue of new shares pursuant fo scrip dividend scheme 26,271,113 2,627

At 31st March, 2003

1,063.016.037 106,302

Pursuant to the scrip dividend schemes which were announced by the Company on 18th July, 2002 and
18th December, 2002, the Company issued 12,357,385 and 13,913,728 (2002: 32,113,356 and 12,143,176) new
shares of HKS0.10 each in the Company to shareholders who elected to receive scrip dividends in respect
of the final dividend for the year ended 31st March, 2002 and the interim dividend for the year ended 31st
March, 2003, respectively. The scrip shares did not rank for the final dividend for the year ended 31st March,
2002 and the interim dividend for the year ended 31st March, 2003, respectively.

WARRANTS
Number of Aggregate
shares upon subscription
subscription amount
HKS$"000
2003 Warrants
Warrants at a subscription price of HK$0.40 each:

Balance in issue at 1st April, 2002 and 31st March, 2003 204,920,349 81,968

The rights attached to each of the 2003 Warrants to subscribe in cash for one new ordinary share of HKS0.10
each in the Company af a price of HKS$0.,40 each will expire on 29th August, 2003,

SHARE OPTION SCHEMES

(a) tnitial Share Option Scheme

In accordance with the Company’s share option scheme (the "Initial Share Option Scheme”) which
was adopted on 1st September, 1993 for recognition of past services contributed by the eligible
directors and employees and will expire on 31st August, 2003, the directors of the Company may at
their discretion grant options to any directors or full time employees of the Company or any of its
subsidiaries fo subscribe for shares in the Company.

At 31st March, 2003, the number of shares in respect of which options had been granted and
remained outstanding under the Initial Share Option Scheme was 16,100,000 (2002: 54,449,206),
representing 1.51% (2002: 5.25%) of the shares of the Company in issue at that date. The maximum
number of shares in respect of which options may be granted under the Initial Share Option Scheme
is not permitted to exceed 10% of the issued share capital of the Company from time to time.
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FOR TWI YEAR ENDEID 31ST MARCH, 2003
33. SHARE OPTION SCHEMES (Continued)

(o) Initial Share Option Scheme (Continued)

No option may be granted to any individual under the Initial Share Option Scheme which, if
exercised in full, would result in the total number of shares of the Company already issued and
issuable under all the options previously granted and to be granted to him which are for the time
being subsisting and unexercised exceed 25% of the aggregate number of shares of the Company
for the time being issued and issuable under the Initial Share Option Scheme.

The offer of a grant of options may be accepted within 28 days from the date of offer of options,
upon payment of a consideration of HKS1.00 by the grantee. In each grant of options, the directors
of the Company may at their discretion determine the specific exercise period and in any event
such period of time shall not exceed a period of three years commencing on the expiry of six months
aofter the date of acceptance of options. The exercise price is determined by the directors of the
Company, and will not be less than the higher of the nominal value of the shares of the Company,
and 80% of the average closing prices of the shares of the Company on the five trading days
immediafely preceding the date of offer of options.

The following table discloses details of the Company’s share options under the Initial Share Option
Scheme dnd movements in such holdings during the year:

Number of shares of the Company to be issued
upon exercise of the share optfions

Exercise price At 1.4.2001 Lapsed during At

Date of grant per share & 1.4.2002 the vear 31.3.2003
HKS$

18th December, 1998 0.6048 38,349,206 (38,349,206) -

17th December, 1999 0.5552 16,100,000 - 16,100,000

54,449,206 (38.349,206) 16,100,000

The outstanding options can be exercised af any Hime during a period of three years commencing
on the expiry of six months after the date of acceptance of the options,

During the year, no opticns have been granted under the Initial Share Option Scheme.

Pursuant to a special general meeting held by the shareholders of the Company on 27th August,
2002, the Company has terminated the Initial Share Option Scheme and adopted a new share
option scheme (the "New Share Option Scheme”) in order to comply with the amended rules of
Chapter 17 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). Consequently, the Company can no longer grant any further options
under the Initial Share option Scheme on its termination. However, all outstanding share options
granted under the Initial Share Option Scheme remain in full force and effect.

(b) New Share Option Scheme

On 27th August, 2002, the Company adopted the New Share Option Scheme for the purpose of
providing incentive or reward to any employees, executives or officers, directors of the Group or any
invested entity and any celebrity, consultant, adviser or agent of any member of the Group or any
invested enfity, who have confributed or will contribute to the growth and development of the
Group or any invested entity ("Eligible Person”). The New Share Option Scheme will remain in force
for a period of ten years from that date.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

i

FOR THE YEAR ENDED 31ST MIARCH, 2003

33. SHARE OPTION SCHEMES (Confinued)

(b)

New Share Option Scheme (Continued)

Under the New Share Option Scheme, the directors of the Company may at their discretion grant
options to any Eligible Person to subscribe for shares in the Company without consideration. The
directors may at their discretion determine the specific exercise period which should expire in any
event no later than ten years from dafe of adoption of the New Share Option Scheme. The exercise
price is defermined by the directors of the Company and will be at least the higher of: (i) the
subscription price as is permissible under the Listing Rules from time to time; and (i) the nominal vailue
of the Company’s shares.

The total number of shares of the Company in respect of which options may be granted under the
New Share Option Scheme and any other share option scheme(s) of the Company shall not exceed
103,674,492 shares, representing 9.75% of the issued share capital of the Company ¢s at the date of
this report. Subject to the approval of the shareholders of the Company in general meeting. the limit
may be refreshed to 10% of the total number of shares in issue as at the date of approval by the
shareholders of the Company in general meeting. Notwithstanding the forgoing, the maximum
number of shares which may be issued upon exercise of all outstanding options granted and yet to
be exercised under the New Share Option Scheme and any other share option scheme(s) of the
Company must not in aggregate exceed 30% of the total number of shares in issue from time to time.

The maximum number of shares of the Company in respect of which options may be granted to
each Eligible Person under the New Share Option Scheme and any other share option scheme(s) of
the Company (including both exercised, cancelled and outstanding options) in any 12-month periocd
shall not exceed 1% of the total number of shares in issue from time to time unless such grant has
been duly approved by shareholders of the Company at general meeting at which the Eligible
Person and his associates (as defined in the Listing Rules) abstained from voting. Options granted to
a substantial shareholder and/or an independent non-executive director or any of their respective
associates (as defined in the Listing Rules) in any 12-month period in excess of 0.10% of total number
of shares in issue and have an aggregate value exceeding HKS5 million must be approved by the
shareholders of the Company in general meeting in advance,

No options have been granted under the New Share Option Scheme since its adoption.
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34. RESERVES
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Share Capital Contributed Accumulated
premium reserve surplus profits Total
(note (a) (note (b)
below) below)
HKS$'000 HK$’000 HKS$ 000 HKS$'000 HKS'000

THE COMPANY

Af 1st April, 2001 219,807 3,126,941 155,846 73.470 3.576,064

Issue of shares under

scrip dividend scheme (4.,426) - - - 4,426)

Credit arising on scrip

dividends (note 11) - - - 8,708 8,708

Share issue expenses (635) - - - (635)

Transfer - - (155,846) 165,846 -

Loss for the year - - - (177.542) (177.8542)

Dividends paid - - - (20,171 (20,171)

At 31st March, 2002 214,846 3,126,941 - 40,311 3,382,098

Issue of shares under

scrip dividend scheme (2,627) - - - (2,627)

Credit arising on scrip

dividends (nofe 11) - - - 5,724 5,724

Share issue expenses (188) - - - (188)

Transfer - (646.,941) - 646,941 -

Loss for the year - - - (246.808) (246,808)

Dividends paid - - - (20,858) (20,858)

At 31st March, 2003 212,031 2,480,000 - 425,310 3,117,341

Notes:

[€e)] The capital reserve of the Company comprises the credit arising from the cancellation of share premium and the
reduction of paid up share capital upon capital reorganisation. The Company has given a guarantee in favour of,
and entfered into a letter of undertaking (the “Letter of Undertaking”) with, a bank in connection with a loan
agreement (the “"Loan Agreement”) entered into between certain subsidiaries of the Company and the bank.
Pursuant to the Letfer of Undertaking, so long as any sums remain outstanding under the Loan Agreement, the
Company cannot, under certain circumstances, without the prior consent from the bank, reduce or distribute or
use the caopital reserve including the transfer to the contributed surplus account. During the year, an ombun’r of
approximately HK$646,941,000 was transferred from the capital reserve to accumulated profits for future
distribution.

(b) The contfributed surplus of the Company represented the difference between the underlying net assets of the

subsidiaries acquired by the Company and the nominal amount of the Company’s share capital issued as
consideration for the acquisition.

Under the Companles Act 1981 of Bermuda, the contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a dividend, or make a distribution out of contributed

surplus, if:
@ the Company is, or would after the payment be, unable to pay its liabilities as they become due; or
iy the realisabie value of the Company’s assets would thereby be less than the aggregate of its liabilities and

its issued share capital and share premium accounts.

During the year ended 31st March, 2002, the contributed surplus was fransferred to accumulated profits for future
distribution.
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34. RESERVES (Continued)

In the opinion of the directors, the Company’s reserves available for distribution to shareholders at 31st
March, 2003 amounted to approximately HK$425,310,000 (2002: HK$40,311,000),

35. ACQUISITION OF SUBSIDIARIES

In May 2002, the Group acquired the entire issued share capital of, and shareholder’s loan to, Unicon
industrial Group Limited ("Unicon”) for a cash consideration of HK$103,000,000. Unicon, together with its
subsidiary, solely held certain leasehold land and buildings in Hong Kong with carrying value of
HK$103,000,000. The effect of the acquisition is summarised as follows:

2003 2002
HK$'000 HK$'000
Net assets acquired:
Property, plant and equipment 103,000 -
Satisfied by: T
Cash paid 103,000 -

Unicon and its subsidiary did not make any significant impact on the Group’s results and cash flows for the
yedar,

36. DISPOSAL OF SUBSIDIARIES

As detciled in note 5, in December 2002 the Group disposed of the enfire issued share capital of, and
shareholder’s loan to, Rosedale Hotel Group BVI for a cash consideration of HK$250,000.000. The effect of
the disposal is summarised as follows:

2003 2002
HK$°000 HKS$ 000

Net assets disposed of;
Property, plant and equipment 647,359 -
Debtors, deposits and prepayments 12,555 -
Bank balances and cash 595 -
Creditors and accrued expenses (8,808) -
Bank loan (400,000) -
251,701 -
Loss on disposal of subsidiaries (1,701 -
250,000 -
Satisfied by: - .
Cash received 250,000 -
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Analysis of net inflow of cash and cash equivalents in connection with the disposal of subsidiaries:

2003 2002

HK$'000 HK$’000

Cash consideration received 250,000 -

Bank balances and cash disposed of (595) -
Net inflow of cash and cash equivalents in connection

with the disposal of subsidiaries 249,405 -

The impacts on the Group’s results and cash flows are disclosed in note 5.

MAJOR NON-CASH TRANSACTIONS

BDuring the year, the Group had the following major non-cash transactions:
[€e)) Issue of additional shares as scrip dividends as set out in note 31.
) Receipt of scrip dividends of HK$7,307,000 (2002: Nil) from investment in an associote,

) An unsecured loan receivable of HKS42,000,000 (2002: Nily has been settled as deposit paid for the
acquisition of certain property inferests in the PRC. The amount has been reclassified to debtors,
deposits and prepayments.

RETIREMENT BENEFIT SCHEMES

The Group operates defined contribution retirement benefit schemes for qudlifying employees. The assets of
the schemes are separately held in funds under the control of frustees.

The cost charged to the income statement represents contributions payable to the funds by the Group at
rates specified in the rules of the schemes. Where there are employees who leave the schemes prior to
vesting fully in the confributions, the contributions payable by the Group are reduced by the amount of
forfeited confributions.

At the balance sheet date, there were no material forfeited contributions which arose upon employees
leaving the schemes prior to their interests in the Group’s contributions becoming fully vested and which are
available fo reduce the contributions payable by the Group in future years.

With effective from 1st December, 2000, the Group has joined a mandatory provident fund scheme (“MPF
Scheme”). The MPF Scheme is registered with the Mandatory Provident Fund Scheme Authority under the
Mandatory Provident Fund Schemes Ordinance. The assets of the MPF Scheme are held separately from
those of the Group in funds under the control of an independent trustee. Under the rules of the MPF
Scheme, the employer and its employees are each reguired to make contributions to the scheme at the
rates specified in the rules. The only obligation of the Group with respect to MPF Scheme is to make the
required conftributions under the scheme. No forfeited contribution is available to reduce the contribution
payable in the future years.

The retirement benefit scheme contributions arising from the MPF Scheme charged to the income statement
represent contributions payable to the funds by the Group at the rates specified in the rules of the scheme.
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FOR THE YEAR ENDED 31ST MARCH, 2C03

39. CONTINGENT LIABILITIES

THE GROUP THE COMPANY
[ 2003 2002 2003 2002
HK$’'000 HK$’000 HK$°'000 HK$'000
OQutstanding performance
bonds in respect of
construction contracts 740,529 607,447 - -
Guarantees given to banks and
financial institutions in respect
of general banking facilities
granted to:
Subsidiaries - - 1,510,955 1,886,345
Associates 2,419 84,717 2,419 84,717
A jointly controlled entity - 8.360 - 8,360
742,948 700,524 1,513,374 1,979,422

In addition to the above, the Group has received claims for damages and injuries relating to ifs construction
business. No provision has been made for these claims as they are either covered by insurance or will be
indemnified by other parties.

40. OQOPERATING LEASE ARRANGEMENTS
Q) The Group as a lessee:

At the balance sheet date. the Group had commitments for future minimum lease payments under
non-cancellable operating leases in respect of rented premises, which fall due as follows:

THE GROUP
2003 2002
HK$'000 HK$ 000
Within one year 1,015 2,409
In the second fo fifth year inclusive 1,958 Q08
After five years 1,026 476
3,999 3,793

Leases are negotiated, and monthly rentals are fixed, for an average term of two years.

(b The Group as a lessor:

At the balance sheet date, the Group had contracted with tfenants for future minimum lease
payments which fall due as follows:

THE GROUP
2003 2002
HK$°000 HKS$ 000
Within one year 26,082 28,808
In the second fo fifth year inclusive 10,298 9,025
36,380 37.833

The properties held have committed tenants for the next two years,

The Company did not have any significant operating lease arrangements at the balance sheet date.

ANNUAL REPORT 2003 &0




PAULY.
NOTES 7O THE FINANCIAL STATEMENTS (Continued)

® o 0 6o 9 D a0 an A A A o6 6 8 B 0D 6B 06 6N 0 M A A N AN D 0 B A 0 6 n 0 6 0 00 0 a0 e 8N N0 MO 00 N6 06 a0 A9 a8 a0 0

FOR THE YEAR ENDED 31ST MARCH, 2003
41. PLEDGE OF ASSETS

At 31st March, 2003, certain of the Group's property, plant and equipment and debtors with an aggregate
value of approximately HK$890,903,000 (2002: HK$1,553,970,000) and the issued shares of certain subsidiaries
of the Company and the Group’s benefits under certain construction contracts, have been pledged to
banks and financial institutions to secure general credit facilities granted to the Group. Facilities amounting
to approximately HKS726,135,000 (2002: HK$1,168,053,000) were utilised at 31st March, 2003,

o o o o

42. COMMITMENTS
THE GROUP

2003 2002
HK$’000 HKS$ 000

Capital expenditure contracted for but not provided in
the financial statements in respect of the acquisition of
an associate 36,660 -

The Company did not have any significant capital commitment at the balance sheet date.

43, POST BALANCE SHEET EVENT

On 8th July, 2003, the Company and Hanny Holdings Limited ("Hanny") jointly announced that through
Kingsway SW Securities Limited, they will make a voluntary conditional cash offer at the price of HKS0.10 for
each share and HK$0.001 for each warrant of China Strategic respectively, other than those owned by the
Company and Hanny and parties acting in concert with them, and to cancel all cutstanding share options
of China Strategic at HK$0.001 each. The Company and Hanny further jointly announced that after the
purchase at the open market on 9th July 2003, the Company and Hanny and their concert parties are
interested in 291,675,000 shares of China Strategic, representing approximately 35.16% of the issued share
capital of China Strategic, thus triggering a mandatory offer during the offer period of a voluntary offer
under Rule 26 of the Takeovers Code. The Company and Hanny have nofified China Strategic that, to make
the offer price more attractive to the shareholders of China Strategic, the offer price per share of China
Strategic is to be increased from HKS0.10 to HK$0.139, representing an increase of 39%. The shares and
warrants of China Strategic to be acquired by Kingsway SW Securities Limited will be distributed to the
Company and Hanny in the same proportion.

Following the close of the offer, the Company and Hanny intend to take appropriate steps to ensure that
not less than 26% of the shares of China Strategic will be held by the public.
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44. RELATED PARTY TRANSACTIONS AND BALANCES

During the year, the Group entered into the following transactions with its related parties:

Class of related party Nature of fransactions 2003 2002
HK$’000 HK$000
Associates of the Group  Consfruction works charged by the Group 2,809 177.418
Purchase of concrete products by the Group é 145
Subcontracting fees charged to the Group 9,839 57,192
Interest income charged by the Group - 4,975
Loan commitment fee charged by the Group 113 236
Rentals and related building management
fee charged by the Group 3,073 3.667
Service fees charged to the Group 70 493
Purchase of equipment by the Group - 832
Project management fees charged
to the Group 15,000 -
Jointly controlied entities  Construction works charged by the Group 1,337 11,257
of the Group Project management fees charged by
the Group 5,000 6.125
Subcontracting fees charged to the Group 242,639 350,683
Service fees charged by the Group 276 342
Subsidiaries of ITC Rentals and related building management
fee charged by the Group 748 247
Purchase of building materials and related
installation works by the Group 551 882
Sales of motor car registration mark 790 -
Associates of ITC Rentals and related building management
fee charged by the Group 8,246 8,049
Interest income charged by the Group 8,128 7,221
Other related Rental and related building management
companies fee charged by the Group 4,613 -
interest income charged by the Group 4,569 -
Subcontracting fees charged by the Group 3N -
Project management fees charged by
the Group ‘ 2,321 -
Purchase of medicine and health products
by the Group 374 -
Service fees charged to the Group 802 -

Other related companies are companies under common directorship or common control with ITC.
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44. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

The above transactions were carried out on the following bases:

€e)) Construction works and subcontracting fees were charged at market price or, where no market price
was available, af terms determined and agreed by both parties.

(b) Purchase of equipment, medicine and health products, concrete products and building materials
and sales of motor car registration number were carried out in accordance with the negotiated
prices.

©) Interest was charged by reference o the principal outstanding and at the interest rate determined
and agreed by both parties.

()] Building management fee, service fee, project management fee and loan commitment fee were
charged at the pre-ogreed rates,

(e) Rentals were charged at the pre-agreed fixed monthly amounts.

Details of the balance with associates, jointly controlled entities and related companies at the balance
sheet date are set out in notes 17, 18, 21, 24 and 27.

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES

(o Particulars of the Company's principal subsidiaries at 31st March, 2003 are as follows:

Percentage of issued
share capital/

Issued and registered capital
Place of fully paid held by the  athributable
incorporation/ share capital/ Company */ to the
Name of subsidiary registration  registered capital subsidiaries Group  Principal activities
% %
Calisan Developments British Virgin Us$1 100 100 Investment holding
Limited Islands ordinary share
Corless Limited British Virgin usé2 100 100 Investment holding
Jslands ordinary shares
Cycle Company Hong Kong HKS2 100 100 Property investment
Limited ordinary shares and holding
HK52 - -
non-voting

deferred shares
(note (i) below)

DH Holdings Limited British Virgin Us$1 100 100 Investment holding
Islands ordinary share
Full Winners Limited Hong Kong HK$2 100 100 Property sale and
ordinary shares holding
Gunnell Properties British Virgin Uss 100 100 Property investment
Limited islands ordinary share and holding
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FOR THE YEAR ENDED 3157 MARCH, 2003
45. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

Percentage of issued
share capital/

Issued and registered capital
Place of fully paid held by the attributable
incorporation/ share capital/ Company */ to the
Name of subsidiary registration  registered capital subsidiaries Group  Principal activities
% %
Hamker Concrete Hong Kong HK$5.,000,000 70 70 Manufacturing and
Products Limited ordinary shares trading of concrete
products
Nation Cheer Investment Hong Kong HK$1,200,000 100 100 Securities investment
Limited ordinary shares and trading
Paul'Y. - CREC Hong Kong HK$10 70 70 Civil engineering
Engineering Co., Limited ordinary shares
Paul'Y. - CREC Hong Kong - 70 70 Civil engineering
Joint Venture (note (i) below)
Paul Y. - ITC (E & M) Hong Kong HK$20,000,000 99.9998 99.9998  Provision of electrical,
Contractors Limited ordinary shares mechanical and
building services
Paul Y. - ITC Construction Hong Kong HKS2 100 100 Investment holding
Group Limited ordinary shares
HK$1,000,000 - -
non-voting
deferred shares
(note (i) below)
Paul Y, - ITC Construction Hong Kong HK$102,000,000 100 100 Building construction
Limited ordinary shares
Paul Y. - ITC Construction Hong Kong HK$42,000,000 100 100 Building construction
& Engineering Co. Limited ordinary shares and specialist works
PaulY. - ITC General Hong Kong HK$36,000,000 100 100  Civil engineering
Contractors Limited ordinary shares and building
construction
Paul'y. - ITC Interior Hong Kong HK$2 100 100 Interior decoration
Contractors Limited ordinary shares works
Paul'Y. - ITC Investments British Virgin Usst 100 100 Investment holding
Group Limited Islands ordinary share
Paul V. - ITC Management Hong Kong HK$2 100 100 Management services
Limited ordinary shares
Paul Y. - ITC Plont Hire Hong Kong HKS2 100 100 Hire of motor

Limited

ordinary shares

vehicles and plant
and machinery
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45. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

Percentage of issued
share capital/

issued and registered capital
Place of fully paid held by the attributable
incorporation/ share capital/ Company */ to the
Name of subsidiary registration  registered capital subsidiaries Group  Principal activities
% %
Paul Y. Building Hong Kong HK$2 100 100 Property manogement
Management Limited ordinary shares services
Paul Y. Construction Hong Kong HK$2 100 100 Civil engineering,
Company, Limited ordinary shares building construction
and investment
HK$50,000,000 - - holding
non-voting
preferred shares
(note (iv) below)
Paul Y. Foundation British Virgin Us$1 100 100 Investment holding
Holdings Limited Islands ordinary share
Paul Y. Foundation Limited Hong Kong HK$10,000,000 100 100 Civil engineering and
ordinary shares foundation works
Paul'y. Properties British Virgin Uss) 100" 100 Investment holding
Group Lirnited Islands ordinary share
Paul Y, Tunnel Hong Kong HK$2 100 100 Civil engineering
Engineering Co. Limited ordinary shares
Skylink Enferprises Hong Keng HKS10 100 100 Holding of land use
Limited ordinary shares right
Tail Shan Paul Y. PRC US$$5,005,340 100 100 Clvil engineering and
Construcion Co., Ltd. registered capital building construction
(note (v) below)
Technico Investments Hong Kong HKS2 100 100 Holding of land use
Limited ordinary shares right
Unicon Concrete Products Hong Kong HK$12,000,002 100 100 Manufacturing and
(HK) Limited ordinary shares trading of concrete
products
Unicon Industrial Limited Hong Kong HK$2 100 100 Property holding
ordinary shares
Unistress Concrete Hong Kong HK$200 100 100 Manufacturing and
Products (H.K.) Limited ordinary shares tfrading of concrete
products
HK$1,000,000 100 100
non-voting
deferred shares
(note (ifi) below)
Unistress Group British Virgin uss1 100 100 Investment holding

Limited Islands ordinary share
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FOR THE YEAR ENDED 3187 MARCH, 2003

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

All of the above subsidiaries operate in Hong Kong except Hamker Concrete Products Limited and
Tai Shan Paul Y. Construction Co., Ltd. which operate in the PRC.

All of the above subsidiaries are private limited companies except Paul Y. - CREC Joint Venture which
is an unincorporated business.

Notes:

@) The holders of the non-voting deferred shares are not entitled to vote, are not entitled to any dividends
unless the net profits of the company availabie for dividend exceed HK$100,000,000,000,000 in which case
they should be entitied to a fixed non-cumulative dividend at the rate of 5% per annum for any financial
year and are, on winding up. only entitled out of the surplus assets of the company to a return of the
capital after a total sum of HK$100,000,000,000,000 has been distributed to the holders of the ordinary
shares of the company.

(i No caplital has been contributed by the joint venture partners of the joint venture.

(iii} The holders of the non-voting deferred shares are not entitied to vote, are not entitled to any dividends for
any financial year and are, on winding up or otherwise, only entitled out of the surplus assets of the
company to a return of the capital after a total sum of HK$100,000,000,000,000 has been distributed to the
holders of the ordinary shares of the company.

(iv) The holders of the non-voting preferred shares are not entitled to vote, are not entitled to any dividends
unless the net profits of the company available for dividend exceed HKS$100,000,000.000 in which case they
should be entitled to a fixed non-cumulative dividend at the rate of 5% per annum for any financial year
and are, on winding up, only entitled out of the surplus assets of the company to a return of the capital
after a total sum of HK$10,000,000,000 has been distributed to the holders of the ordinary shares of the
company.

W) The company is @ sino-foreign equity joint venture company.
) Particulars of the Company’s principal associates at 31st March, 2003 are as follows:

Percentage of

Issued and issued share
Place of fully paid capital/registered
incorporation/ share capital/  capital attributable
Name of associate registration registered capital to the Group Principal activities
%

ThyssenKrupp Elevator Hong Kong HK$116,800,000 221 Elevators and escalators
(HK) Limited (formerly ordinary shares installation and
Bongear Elevator (HK) maintenance
Limited)

Downer EDI Limited Australia AS484,870,365 36.6 Investment holding
("Downer”) ordinary shares

Hang Pak Engineering Hong Kong HK$100,000 25.5 Elevators and escaiators
Limited ordinary shares mainfenance

Paul'Y. - CREC Hong Kong HK$100 50.0 Civil engineering
Construction Co., Limited ordinary shares

Paul Y. - SELI Joint Venture Hong Kong - 50.0 Civil engineering

{(nofe (i) below)

Zhujiang Kwan On Concrete PRC RMB6.320,000 50.0 Manufacturing and

Products Co., Ltd. registered capital trading of concrete

(note (i) below) products
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FOR UAEIVYIAZ INDED 31ST MARCH, 2823
45. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

All of the above associates are private limited companies except (i) the joint ventures which are
unincorpoerated businesses and (ii) Downer which is listed in Australia and New Zealand.

All of the above associates are held by the Company indirectly.

Notes:
O] No capital has been contributed by the joint venture partners of this joint venture.
(i The company is a sino-foreign equity joint venture company.

) Particulars of the Company’s jointly contfrolled entities at 31st March, 2003 are as follows:

Percentage of

Issued and issued share
Name of jointly Place of fully paid capital aiiributable
controlled entity incorporation share capital to the Group Principal activities
%
DL & PY JV Limited Hong Kong HK$2 50 Civil engineering

ordinary shares

Paul Y. - Penta-Ocean Hong Kong - 50 Civil engineering
Joint Venture (note below)

Note: No capital has been contributed by the joint venture partners, although the Group has contributed working
capital amounting to HK$5,000,000 to this joint venture.

The above tables list the subsidiaries and associates of the Company which, in the opinion of the directors,
principally affected the results for the year or formed a substantial portion of the net assets of the Group. To
give details of other subsidiaries and associates would, in the opinion of the directors, result in particulars of
excessive length.
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. |PRULE
FINANCIAL SUMMARY . HRE
For the year ended 31st March,
1999 2000 2001 2002 2003
HKS$'000 HKS$'000 HKS$’'000 HKS$’000 HK$’000
RESULTS
Group turnover 11,748,746 11,111,678 10,803,255 5,343,810 3,636,182
(Loss) profit before taxation (970,227 238,152 (313,144) 125,243 1 (316,718)
Taxation (41,303) (96.303) (49,953) (47 .935) (32,496)
(Loss) profit before minority
inferests (1,011,530) 141,849 (363,097) 77.308 (349,214)
Minority interests 92,202 (566,603) (91,343) (6.605) 498
(Loss) profit for the year (919.328) 85,246 (454,440) 70,703 (348,716)

At 31st March,

1999 2000 2001 2002 2003
HK$ 000 HK$'000 HK$ 000 HK$'000 HK$’'000
ASSETS AND LIABILITIES
Total assets 12,120,536 10.886.959 6,176,878 6,192,999 4,868,991
Total liabllities (8.193.497) (6,911.,448) (3.326.814) (3.182,305) (2,141,830)
Minority interests (829.,155) (638.095) (15,162) (15.664) (15,560)

Shareholders’ funds 3.097.884 3,337.416 2,834,902 2,995,030 2,711,601
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SCHEDULE OF PROPERTY INTERESTS

o a0 s 0 85 o0 oD oA 8 06 00 0 8 8 0 6 B 0D O 0 N0 00 6N G0N 66 66 N G AN 6 0 N 0 00 D o N 6 6N 0 6 0 6 0 0 0 0 DO o 6 06 3 0 8

AT 3187 WARCH, 2003
INVESTMENT PROPERTIES

Location Purpose Term of lease Group inferest
[e)
A

Paul Y. Centre Industrial/Office Medium term 100
51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

In-Zone

Shopping Arcade Commercial Long term 100
125 Wonchai Road

wanchai

Hong Kong

57/F and 60/F Commercial Medium term 100
Shun Hing Square

Shenzhen

PRC
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